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R.  WINKLER'S  compilation  of  Ameri¬ 
can  foreign  investments  for  the  year 
1927  brings  up  to  date  his  earlier  study  pub¬ 
lished  in  June,  1927,  by  the  Information 
Service  under  the  title  ‘‘America,  the 
World's  Banker."  At  the  end  of  1926  Dr. 
Winkler  estimated  that  American  citizens 
had  invested  approximately  $13,000,000,000 
in  foreign  countries.  His  compilation  at¬ 
tracted  widespread  attention  in  the  United 
States  and  in  many  foreign  countries,  be¬ 
cause  it  included  not  only  new  issues  offered 
for  public  subscription  but  also  securities 
underwritten  in  this  market  and  placed  pri¬ 
vately  with  American  investors,  direct  Am¬ 
erican  purchases  of  foreign  property  not  in¬ 
volving  the  sale  of  securities,  the  acquisition 
of  foreign  securities  already  outstanding 
and  the  purchase  of  foreign  internal  issues, 
both  stocks  and  bonds.  The  present  study 
is  equally  comprehensive.  It  lists  invest¬ 
ments  abroad  aggregating  $2,071,954,109 
for  the  twelve  months  ending  December, 
1927,  and  brings  the  total  of  our  foreign 
holdings  to  approximately  $14,500,000,000, 
exclusive  of  the  so-called  political  obliga¬ 
tions  of  the  United  States  Government. 

THE  CHANGE  FROM 
DEBTOR  TO  CREDITOR  NATION 

Foreign  government  and  corporate  is¬ 
sues  offered  in  the  United  States  in  the 
course  of  1914  numbered  nineteen,  with  an 
aggregate  par  value  of  $37,722,750,  of  which 
$29,794,000  represented  government,  state 
and  municipal  issues,  the  remainder  repre¬ 
senting  foreign  corporation  loans.  The 
countries  which  came  here  for  accommoda¬ 
tions  included  Greece  with  $3,000,000;  Nor¬ 
way  with  a  similar  amount;  Sweden  with 
$5,000,000 ;  Cuba  with  $10,000,000 ;  Panama 
with  $2,250,000;  Porto  Rico  with  $900,000; 
and  Canadian  provinces  and  municipalities 
with  $5,644,000.  Corporate  borrowing  was 
confined  to  Canada  with  $6,275,000,  and  to 
Mexico  with  $1,653,750. 

From  a  debtor  nation  we  have  emerged 
as  the  world’s  most  powerful  creditor  coun¬ 
try.  Instead  of  owing  to  others  $5,000,000,- 
000,  foreign  countries  are  indebted  to  us  to 


the  extent  of  $14,500,000,000,  exclusive  of 
so-called  political  obligations.  As  to  the 
latter,  the  Treasurer  of  the  United  States 
held  as  of  December  31,  1926,  a  total  of  $7,- 
497,354,000,  received  under  agreements  for 
the  funding  of  their  debts  from  twelve  na¬ 
tions,  including  Great  Britain,  Belgium, 
Czechoslovakia,  Estonia,  Finland,  Hungary, 
Italy,  Jugoslavia,  Latvia,  Lithuania,  Poland 
and  Rumania.  The  unfunded  debt  which 
arose  in  connection  with  advances  made  by 
the  United  States  for  various  purposes 
totalled  as  of  the  above  date  $3,584,314,555. 
We  have  thus  within  thirteen  years  become 
a  creditor  nation  to  the  extent  of  about  $25,- 
600,000,000,  as  compared  with  about  $18,- 
000,000,000  or  $20,000,000,000  of  Great 
Britain’s  foreign  investments  at  their  peak, 
and  which,  moreover,  it  took  England 
many  a  generation  to  accumulate. 

Instead  of  barely  a  dozen  foreign  loans 
listed  on  the  New  York  Stock  Exchange,  we 
have  today  many  times  that  figure.  The 
annual  turnover  has  risen  from  $3,500,000 
to  almost  $900,000,000,  and  instead  of  nine¬ 
teen  foreign  loans  floated  during  the  entire 
year  1914,  our  market,  at  the  present  time, 
absorbs  that  many  issues  within  less  than 
one  month.  Slowly  and  gradually  the  fi¬ 
nancial  center  is  being  moved  from  the 
banks  of  the  Thames — ^the  classic  center  of 
finance — ^to  those  of  the  Hudson,  just  as  it 
moved  after  the  Napoleonic  wars  from  Am¬ 
sterdam  to  London.  Today,  New  York  is 
successfully  vying  with  London  and  Paris, 
Berlin  and  Amsterdam,  Zurich  and  Brussels. 

NATURE  OF  FOREIGN  ISSUES 
FLOATED  IN  AMERICAN  MARKET 

American  dollars  are  in  demand  every¬ 
where  and  there  seems  no  discrimination 
anywhere  against  them,  even  though  there 
may  be  certain  prejudices  against  our  na¬ 
tionals.  This  feeling,  however,  is  quite  com¬ 
prehensible.  Nations  all  over  the  world  are, 
one  might  say,  paying  tribute  to  us,  and  to 
paraphrase  the  lines  of  a  great  bard, — 

“Lend  and  the  world  will  borrow  freely; 

Collect — and  you  stand  alone.” 
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Looking  over  the  impressive  list  of  our 
foreign  investments  last  year,  we  note  the 
underwriting  of  issues  on  behalf  of  govern¬ 
ments,  states  and  cities  in  practically  every 
part  of  the  world.  We  lend  money  to  pub¬ 
lic  utility,  railroad  and  industrial  enter¬ 
prises  in  Canada.  We  finance  machinery 
companies  in  Germany  and  Japan;  steel 
companies  in  Germany  and  Luxemburg, 
Bulgaria  and  Rumania ;  plantation  com¬ 
panies  in  the  Dutch  East  Indies;  oil  com¬ 
panies  in  Australia  and  the  Dutch  East  In¬ 
dies  ;  banks  and  financial  institutions  in 
Austria  and  Germany,  Holland  and  Hun¬ 
gary,  Colombia  and  Australia;  hydro-elec¬ 
tric  companies  in  Germany  and  Italy,  Nor¬ 
way  and  Japan;  railways  in  Belgium  and 
Argentina,  Chile  and  Colombia;  department 
stores  in  Germany  and  Great  Britain ;  street 
railways  in  Germany;  rubber  and  oil  con¬ 
cerns  in  Bolivia;  rubber  and  mining  com¬ 


panies  in  Brazil;  textile  companies  in  Ger¬ 
many;  automobile  companies  in  France  and 
Italy.  We  acquire  telephone  concerns  in 
Austria  and  Brazil,  Chile  and  Uruguay.  We 
buy  public  utilities  in  Brazil;  land  in  Pan¬ 
ama  and  Guatemala.  We  secure  oil  conces¬ 
sions  in  Colombia  and  Venezuela  and  rub¬ 
ber  concessions  in  Brazil.  We  buy  real 
estate  in  Cuba.  We  finance  steamship  com¬ 
panies  in  Great  Britain  and  France,  Ger¬ 
many  and  Italy ;  sugar  companies  in  Mexico ; 
and  even  lend  money  to  banks  in  Iceland. 
There  are  very  few  places  indeed  where 
American  dollars  have  not  been  sent  and  few 
nations  to  whom  American  dollars  have  not 
been  lent.  To  paraphrase  again, — 

“Who  counts  the  nations,  names  the  names 
Of  those  who  here  to  borrow  came.” 

A  summary  of  America’s  foreign  invest¬ 
ments  during  1927  is  presented  in  the  ac¬ 
companying  table: 


TABLE  I 

Summary  of  American  Foreign  Investments  in  1927 


Europe  (exclusive  of  Germany) 

Governments,  States  &  Municipalities . 

Corporations  . 

Germany 

Governments,  States  &  Municipalities . 

Corporations  . 

Total  Europe 

Governments,  States  &  Municipalities . 

Corporations  . 

Canada 

Provinces  and  Municipalities . 

Corporations  . 

South  America 

Governments,  States  &  Municipalities . 

Corporations  .  . 

Central  America  (including  Cuba,  Mexico 
&  West  Indies) 

Governments,  States  &  Municipalities . 

Corporations  . 

United  State*  Territorial  Posaettions 

Governments  and  Municipalities . 

Corporations  . 

Miscellaneous  (including  Australasia) 

Governments,  States  &  Municipalities . 

Corporations  . 

Total 

Governments,  States  &  Municipalities . 

Corporations  . 

Grand  Total  . 

Our  total  investments  abroad  during  1927 
aggregated,  exclusive  of  refunding  opera¬ 
tions,  $2,071,954,109.  This  figure  is  mater¬ 
ially  in  excess  of  the  amount  given  by  other 
agencies.  The  discrepancy  should  be  at¬ 
tributed  to  the  fact  that  our  figures  of  over 
$2,000,000,000  include,  not  only  publicly 
offered  loans  but  also  issues  placed  privately, 
as  well  as  the  purchase  by  Americans  of 


Amount  Refunding  Total  Net 

$295,879,000  $5,600,000  $290,379,000 

378,746,680  17,950,000  360,796,680 

87,185,200  15,000,000  72,185,200 

213,047,500  213,047,600 

383,064,200  20,600,000  362,664,200 

591,794,180  17,950,000  673,844,180 

118,966,422  9,500,000  109,466,422 

371,400,000  37,752,500  333,647,500 

412,019,800  105,730,000  306,289,800 

90,630,000  90,630,000 

21,331,812  21,331,812 

97,384,000  39,510,000  67,874,000 

12,768,443  12,768,443 

29,286,452  8,407,700  20,878,762 

118,140,000  118,140,000 

64,619,000  64,619,000 

1,066,290,677  135,730,000  930,560,677 

1,245,013,632  103,620,200  1,141,393,432 


$2,311,304,309  $239,350,200  $2,071,954,109 

foreign  internal  securities  and  the  purchase 
of  properties  abroad  not  involving  the  sale 
of  securities,  and  finally  loans  and  advances 
to  foreign  governments,  states,  municipali¬ 
ties  and  corporations,  running  for  one  year 
or  more.  Examination  of  the  relatively 
large  amount  of  foreign  issues  held  by  many 
of  our  investment  and  finance  companies 
will  readily  indicate  that  our  total,  large 


The  Ascendancy  of  the  Dollar 


3 


though  it  may  seem,  represents  a  minimum 
rather  than  the  maximum  of  our  foreign 
investments  during  the  past  year. 

An  interesting  feature  of  our  foreign 
financing  during  1927  was  the  marked  re¬ 
duction  in  German  financing  amounting  to 
$285,232,700  as  compared  with  $417,367,- 
600  for  1926  and  $370,843,500  for  1925. 
The  introduction  by  Germany  of  a  10  per 
cent  coupon  tax,  together  with  the  con¬ 
troversy  over  the  relation  of  German  finan¬ 
cial  loans  to  treaty  obligations,  is  no  doubt 


responsible  for  the  decrease  in  American 
investments  in  Germany  during  1927. 

The  increase  of  $1,645,400,000  in  our 
foreign  investments  at  the  end  of  1927  over 
those  at  the  end  of  1926  compares  with 
a  total  of  over  $2,000,000,000  invested 
abroad  during  1927.  The  discrepancy  is 
attributable  to  the  repurchase  of  foreign 
issues  placed  in  the  United  States  by  Eu¬ 
ropean  and  other  foreign  borrowers. 

Geographical  distribution  of  America's 
total  foreign  investments  at  the  close  of  1927 
compares  with  previous  years  as  follows: 


Europe .  $ 

Canada  . 

South  America  . 

Central  America . 

China,  Japan  and  Philippines 
Miscellaneous  . 


TABLE  II 

1927 

4,327,000,000 

3,922,000,000 

2,246,500,000 

2,914,600,000 

726,500,000 

363,400,000 


1926 

3,596,700,000 

3,557,600,000 

1,973,300,000 

2,788,500,000 

713,500,000 

225,000,000 


1913 

$  350,000,000 
750,000,000 
100,000,000 
1,200,000,000 
175,000,000 
50,000,000 


Total  .  $  14,500,000,000  $  12,854,600,000  $2,625,000,000 

Although  our  foreign  investments  are  subsequent  years  may  witness  further  ex- 

scattered  all  over  the  five  continents,  the  pansion,  with  corporation  finance  assuming 

field  is  by  no  means  exhausted;  1928  and  a  much  more  important  part  than  before. 


TABLE  III 

DETAILS  OF  AMERICAN  FOREIGN  INVESTMENTS  IN  1927 
A.  Europe:  Governments,  States  and  Municipalities,  exclusive  of  German 


Yield 

Issue 

Amount 

Price 

Refunding 

6.00 

Belgrade  Treasury  Notes  6s,  1928 . 

.  3,000,000 

100 

Belgrade  Treasury  Notes  6s,  1930  . 

.  4,000,000 

6.60 

Budapest  6s,  1962  . 

.  10,750,0001 

92 

3,000,000 

5.20 

Copenhagen  5s,  1952  . 

.  15,000,000 

9754 

4.25-5.30 

Danish  Export  Credit  4i4s,  1928-34  . 

.  3,000,000 

95.38-100^4 

4.50-5.25 

Danish  Export  Credit  4i4s,  1928-34  . 

.  1,100,000 

95.68-100 

7.35 

Danzig  Port  &  Waterways  By^s,  1952 . 

,  4,500,000 

90 

Debreczin  (Hungary)  Loan . 

.  1,500,000 

Denmark  1-year  credit,  July  18,  1928 . 

,  20,000,0002 

7.40 

Estonia  7s,  1967  . 

.  4,000,000 

94^ 

4.00 

Greek  4s,  1947  . 

.  12,167,0003 

100 

5.19 

Ireland  5s,  1960  . 

.  15,000,000 

97 

7.50 

Italian  Credit  Consortium  7s,  1937 . 

.  4,500,000 

9614 

7.10 

Italian  Credit  Consortium  7s,  1947 . 

.  7,500,000 

95J4 

7.60 

Jugo-SIavia  7s,  1962  . 

.  30,000,000 

921/2 

7.69 

Jugo-Slavia  Mortgage  Bank  7s,  1957 . 

.  12,000,000 

92 

7.19 

Milan  6^s,  1958 . 

.  30,000,000 

92 

7.86 

Poland  7s,  1947  . 

.  47,000,000 

92 

Plymouth,  England,  5t^%  Treasury  Notes 

250,000 

6.50 

Paris  6s,  1930  (Canadian  issue) . 

.  1,000,000 

98^ 

7.25 

Rome  6i/^s,  1952  . 

.  30,000,000 

91 

5.65 

Trondhjem  5i^s,  1957  . 

.  2,750,000 

97J4 

2,500,000 

6.79 

Vienna  6s,  1952  . 

.  30,000,000 

90/2 

Vest-Agder  (Norway)  . 

.  1,862,0004 

7.00 

Upper  Austria  6ys,  1957  . 

.  5,000,000 

93J4 

TOTAL  . 

.$295,879,000 

$5,500,000 

(  1  )  Of  total  issue  of  $20,000,000,  the  balance  having  been  taken  by  Holland,  Great  Britain  and  other 
European  markets. 

(  2  )  Represents  1-year  credit,  due  July  18,  1928,  arranged  by  American  interests  to  finance  obligations 
of  Danish  Government  as  guarantor  of  liabilities  of  the  Danske  Landmandsbank. 

(  3  )  Advance  made  by  U.  S.  Government  in  connection  with  funding  of  Greek  debt  to  United  States. 

This  advance  is  subject  to  approval. 

(  4  )  Represents  issue  of  Kr.  7,000,000  purchased  during  1927. 
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TABLE  III:  DETAILS  OF  AMERICAN  FOREIGN  INVESTMENTS  IN  1927  (Continued) 


B.  Europe:  Corporations,  exclusive  of  German 


y'ield  Issue  Amount 

Allied  International  Investment  Co .  l,500,000i 

Americo-Bulgarian  Iron  Co .  1,875,0002 

American  European  Securities  Collateral  6s.  750,000 

American  European  Co .  150,0003 

American  Foreign  Investing  Co .  1,000,000* 

American  Industrial  Concessions  (Russia)..  500,000* 

American  Italian  Hydro-Elec.  Corp. 

(Italian  Super  Power  Corp.) .  5,000,000* 

American  Turkish  Development  Co .  3,000,000 

Amsterdam  Trading  Co .  2,150,0007 

Anglo-American  Oil  Co.,  Ltd .  3,326,2808 

7.35  Adriatic  Electric  Co.  7s,  1952  .  2,500,000 

7.48  Adriatic  Electric  Co.  7s,  1957 .  4,000,000 

Austrian  Credit  Anstalt .  4,000,0009 

Batoum  Kerosene  Treating  Plant .  250,000io 

Belgian  National  Railways  Preferred .  5,000,000 

Belgo-American  Trading  Co .  100,000 

British  Hungarian  Bank  7^s,  1962 .  1,500,000 

Brod  Petroleum  Co .  700,000 

Bulgarian  Mortgage  Bank  .  l,200,000ii 

Carreras,  Ltd.  (shares)  .  1,065,000 

Central  European  Investing  Co .  2,000,00012 

Citroen  Company  8%  Preferred .  4,000,000i3 

Comparre  Oil  Company  (Russia)  .  1,000,000 

6.05  Continental  Securities  Corp.  6s,  1942  .  5,000,000 

Coates,  J.  P.,  Ltd .  750,000 

Cooperativa  de  Fluida  Electricidad  .  2,500,000i* 

Corfu  (Greece)  .  200,000i5 

4.60  Cunard  Steamship  4i/$s,  1929  .  2,500,000 

Czeija  Nissl  &  Co .  350,0001* 

Dalmatian-Montenegrin  Beauxite  Co .  250,00017 

Danish  American  Finance  Co .  1,600,000 

Dental  Clinic  (London)  .  1,600,00018 

Diversified  Investment  Trust .  75,000 


Domestic  &  Foreign  Investors  Corp.  5i/^s..,  l,500,000i» 


Price 


43 

20.74 

961/, 

94^ 

80 

IS% 


75 


991/, 

15 


100 


Refunding 


(  1  )  Formed  with  60,000  shares  of  participating  preference  stock  and  10,000  shares  of  deferred,  both 
classes  having  no  par  value.  Amount  given  represents  estimated  sum  employed  abroad. 

(  2  )  Formed  by  American  interests  with  capitalization  of  250,000,000  leva, 

(  3  )  Represents  cost  of  property  acquired  from  Prince  Radziwill  of  Poland. 

(  4  )  Estimated  amount  employed  abroad.  Capitalization  of  company  comprises  $1,000,000  Ss,  due  1932 

and  10,000  shares  of  $6  preferred  stock  of  total  of  50,000  shares.  Company  has  also  $500,000 

class  “A”  common  of  $10  par  value  and  $500,000  class  “B”  of  $10  par  value. 

(  5  )  Amount  invested  in  expansion  of  plants  engaged  in  manufacturing  pens,  pencils  and  other  articles 
of  stationery  in  Russia. 

(  6  )  Represents  estimated  initial  investment  in  company  formed  with  $30,000,000  to  purchase  Italian 
industrial  shares  and  especially  hydro-electric  shares. 

(  7  )  Cost  of  50,000  “American”  shares,  issued  against  Dutch  shares. 

(  8  )  Represents  cost  of  160,380  shares  issued  to  acquire  Glico  Petroleum  Ltd. 

(  9  )  Cost  of  50,000  “American”  shares,  issued  against  Austrian  shares. 

(10)  Constructed  by  Standard  Oil  Co.  of  New  York. 

(11)  Represents  American  interest  in  bank  of  total  capital  of  Fes.  10,000,000  (gold). 

(12)  Represents  American  participation  in  company  formed  by  Americans  in  conjunction  with  Lower 
Austrian  Discount  Bank  of  Vienna,  the  Banque  de  Bruxelles,  the  Union  Europeenne  Industrielle  et 
Financiere,  and  the  Comptoir  d’Escompte  de  Geneve. 

(13)  Represents  amount  taken  by  American  interests  out  of  total  of  $8,000,000  (4,040,000  shares  of 
8%  preferred). 

(14)  Estimated  amount  involved  in  contract  by  American  interests  with  Spanish  companies. 

(15)  Estimated  amount  invested  initially  in  connection  with  construction  of  hotel,  casino  and  other 
buildings  in  Corfu. 

(16)  Represents  acquisition  by  American  interests  of  93%  of  common. 

(17)  Formed  to  lease  extensive  beauxite  deposits  in  Montenegro. 

(18)  Amount  reported  to  have  been  donated  by  American  interests. 

(19)  Represents  estimated  amount  to  be  used  for  investing  abroad  out  of  total  of  $2,500,000.  Company 
issued  also  5,000  shares  of  preferred  and  75,000  shares  of  common. 
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TABLE  III:  DETAILS  OF  AMERICAN  FOREIGN  INVESTMENTS  IN  1927  (Continued) 


Yield  Issue  Amount  Price 

Donugol  Coal  Trust .  250,0002o 

Dnjepr  Hydro-Electric  .  150,000-’i 

Eastman-Kodak  Pathe  Cinema  .  1,970,000-- 

Eastman-Kodak  (S.  A.  Francaise)  .  98,250 

Edinburgh  University  .  370,00023 

Euro-American  Cellulose  Products  Corp...  1,500,00024 
7.20  European  Mort.  &  Investment  Co.,  7s,  1967. .  7,000,000  97 

European  Mortgage  &  Investment  Co.  Tj/^s.  1,250,000 

Federal  Investment  Trust  .  2,500,0002.’< 

Financial  Investing  Co .  1,000,00026 

First  National  Picture  Corp.  (England)....  250,000 
5.30  First  Federal  Foreign  Investment  5s,  1932..  2,000,000  98^ 

7.20  First  Bohemian  Glass  Co.  7s,  1957 .  1,500,000  97^^27 

First  National  Savings  Bank  of  Hungary...  86.5,000  43j.^ 

6.50  Foundation  Co.,  Ltd.  Oj/jS,  1929  .  729,000  100 

Ford  Motor  Co.  (Wola,  Poland)  .  100,000 

Ford  Credit  Co.  (England)  .  100,000 

Ford  Motor  Co.  (Rumania)  .  100,00028 

Ford  Motor  Co.  (Greece)  .  100,000 

French  National  Mail  S.  S.  6s .  5,500,00029 

6.75  French  National  Mail  S.  S.  (Dutch  issue)..  1,500,00 

6.98  French  Line  (Cie.  G.  T.)  Oj^s,  1951 .  2,500,00030  9414 

5.00  General  American  Investors  5s,  1952  .  5,000,00031  lOO 

General  Electric  Co.,  Ltd .  700,000  7 

Glico  Petroleum,  Ltd .  84,00032  5.46 

Goodyear  Tire  Co.  (England) .  1,500,000 

Hafslund  Corp.  (Norway)  .  5,000,000 

Hellenic  American  Corporation .  1,000,00033 

7.35  Hungarian  Italian  Bank  7i4s,  1932 .  1,000,000  lOOj^ 

Hungarian  Discount  &  Exchange  Bank  ....  340,00034  34 

Hungarian  General  Credit  Bank  714s .  700,000 

7.39-7.48  Hungarian  Central  Mutual  Credit  7s,  1937..  3,000,000  98^ 

8.29  Industrial  Discount  Co.  (shares) .  727,50035  48i/5 

International  American  Investment  Co .  1,000,000 

International  Bank  of  Amsterdam .  800,00036 

5.125  International  Match  Corp.  5s,  1947 .  50,000,000  98^ 

5.40  International  Securities  Corp.  5s,  1947 .  10,000,00037  95^ 

International  Securities  Corp.  5s .  5,000,00037 

International  Power  Securities  .  7,950,000 

International  Chemical  Co.,  Ltd .  3,212,00038  44 


Refunding 


2,950,000 


(20)  Involves  arrangement  with  American  interests  in  connection  with  rehabilitation  of  mines  in 
Donugol  Basin.  Amount  to  be  involved  ultimately  placed  at  from  $15,000,000  to  $20,000,000. 

(21)  Project  estimated  to  cost  $70,000,000  and  to  be  completed  within  five  years. 

(22)  Formed  with  capitalization  of  Fes.  50,000,000. 

(23)  Gift  by  International  Education  Board  of  New  York. 

(24)  Balance  of  total  of  $2,000,000  supplied  by  Dutch  interests. 

(25)  Represents  estimated  amount  employed  abroad  of  total  of  $10,000,000  authorized  capitalization. 

(26)  Represents  estimated  amount  employed  abroad  of  total  of  $2,000,000.  Company  also  having  author¬ 
ized  additional  200,000  shares  of  stock. 

(27)  Includes  also  warrants  to  purchase  10  shares  of  common  at  price  varying  from  $181i  to  $22  a  share. 

(28)  Represents  estimated  cost  of  factory  site  at  Constanza,  built  by  Ford  Motor  Co. 

(29)  Represents  amount  taken  by  American  interests  of  total  issue  of  $11,000,000,  floated  in  Canada. 

(30)  Represents  amount  taken  by  American  interests  of  total  issue  of  $4,500,000,  floated  in  Canada. 

(31)  Out  of  total  issue  of  $7,000,000. 

(32)  Represents  purchase  by  American  concerns  of  preference  shares  at  22s  6d. 

(33)  Estimated  amount  employed  out  of  total  authorized  capitalization  of  $10,000,000. 

(34)  Represents  ac(^uisition  of  350,000  shares. 

(35)  Represents  15,000  “American”  shares  issued  against  1,500,000  guilders  par  value  Dutch  shares. 

(36)  Represents  American  subscription  to  part  of  2,000,000  guilders  additional  capitalization,  balance  being 
taken  by  Paris  and  Berlin. 

(37)  Estimated  amount  employed  abroad. 

(38)  Represents  cost  of  acquisition  of  English  company  by  American  concern  through  issuance  of  shares 
at  $44  per  share. 
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TABLE  III:  DETAILS  OF  AMERICAN  FOREIGN  INVESTMENTS  IN  1927  (Continued) 


Yield  Issue  Amount  Price 

7.30  International  Power  7s,  1957,  Ser.  “E” .  10,000,000  96^4 

7.40  International  Power  7s,  1952,  Ser.  “F” .  6,000,000  95j/^ 

Iceland  National  Bank  1-year  Notes .  2,000,000 

5.00  Invt'stment  Bond  &  Share  Corp.  6s,  1952 _  1,400,000  100 

5.25  Investment  Co.  of  America  5s,  1947 .  5,000,000  97 

Investment  Co.  of  America  7%  Pfd .  4,077,500  116J4®® 

7.60  Isarco  Hydro  Electric  7s,  1952 .  5,000,000  93^^ 

Isotta  Fraschini  7s,  1942 .  1,500,000  95j4 

Isotta  Fraschini  (shares)  .  315,000  7 

Johnson  &  Phillips,  Ltd.  (shares) .  675,000  13j4 

Krcmsmuenster  (Austria)  .  80,000<o 

Kompass  Bank  (hhares)  .  100,00041 

League  of  Nations  Library .  2,000,000*2 

7.50  Lombard  Electric  7s,  1952 .  6,000,000  94 

7.35  Meridionale  Electric  7s,  1957 .  10,750,000  95y^ 

Metallisator  (Jo.  (Czechoslovakia) .  100,000 

.Metropolitan  Vickers,  Ltd.  (shares) .  275,000  6i^ 

7.50  Montecatini  7s,  1937  .  8,750,000  96j4 

5.20  Mortgage  Bank  of  Denmark  5s,  1972 .  5,300,000  96J/5 

8.25  Nat.  Economic  Bank  of  Warsaw  8s,  1945...  1,929,500  94 

7.50  Nat.  Central  Savings  Bank  of  Hungary 

7/2S,  1962  . .  2,000,000  100 

Neuhausen  Aluminum  Co .  1,000,00043 

Nordisk  Trust  Co .  1,072,0»0 

5.30  Norway  Municipalities  Bank  5s,  1967 .  6,000,000  95 

5.85  Norwegian  Hj'dro  Electric  5i.^s,  1957  .  20,000,000  95 

5.00  Overseas  Securities  6s,  1947  .  1,500,000  100 

Pester  Vaterlaendische  Sparkasse .  250,000*4 

Piedmont  Hydro  Electric  Co .  1,224,000*5  6.80 

7.15  Pirelli  Company  7s,  1952  .  4,000,000  98 

Pirelli  Company  (shares)  .  3,300,000  33 

Provincial  Cinematograph,  Ltd .  412,500 

8.25  Resita  Iron  &  Steel  CJo.  Notes,  due  1929....  200,000*8 

Royal  Free  Hospital  (London)  .  1,500,000 

Russia  Platinum  Loan .  5,000,000*7 

Selfridge  Provincial  Stores,  Ltd.  (shares) . .  1,343,750*8 

Skoda  Works  (shares)  .  750,000 

Snia  Viscosa  Co.  (shares) .  1,300,000*9 

Societe  Francaise  “Duco”  .  470,4005o 

5.06  Solvay- American  Investment  Corp.  6s,  1942.  15,000,000  99)^ 

Spanish  National  Telephone  Co .  16,350,00051 

5.00  Standard  Investing  Corp.  5s,  1937  .  2,500,00052  1  00 


Refunding 

10,000,000 


6,000,000 


(39)  Includes  1  share  of  common  and  1  warrant  to  purchase  1  share  of  common  at  $30  prior  to 
April  1,  1937. 

(40)  Represents  cost  of  property  acquired  by  American  interests  from  Benedictine  monks  of  Monastery 
of  Kremsmuenster. 

(41)  Represents  investment  in  block  of  shares  acquired  by  Swiss- American  group. 

(42)  Represents  gift  by  American  group  for  construction  and  endowment  of  library. 

(43)  Represents  estimated  cost  of  stock  in  company  acquired  by  American  interests. 

(44)  Represents  acquisition  of  25,000  shares. 

(45)  Represents  cost  of  180,000  shares  of  stock  at  $6.80  per  share. 

(46)  Represents  amount  taken  by  American  interests  of  total  issue  of  $2,000,000. 

(47)  Secured  on  4,730  lbs.  of  platinum  deposited  in  Berlin. 

(48)  Purchase  by  American  interests  of  250,000  ordinary  shares  from  Beecham  Trust,  Ltd. 

(49)  Represents  acquisition  of  200,000  shares,  as  result  of  new  issue  of  1,668,666  shares  at  ISO  lire  on 
basis  of  one  new  share  for  three  held. 

(50)  Formed  by  American  interests  with  Fes.  12,000,000  capitalization,  which  together  with  founder’s 
shares  are  held  by  American  interests. 

(51)  Represents  additional  issue  of  60,000  shares  of  preferred  and  132,666  shares  of  common  of  500 
pesetas  par  value. 

(52)  Estimated  amount  employed  abroad. 
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TABLE  III:  DETAILS  OF  AMERICAN  FOREIGN  INVESTMENTS  IN  1927  (Continued) 


Yield  Issue  Amount  Price 

Standard  Film  Co.,  Ltd .  500,000*3 

Sulzer  Bros.  (Switzerland)  .  250,000** 

Timken  Co.,  Ltd .  100,000 

Titan  Company  (Norway)  .  1,040,000 

Titian  Painting  (France)  .  125,000** 

Turkish  Petroleum  Co .  1,250,000*8 

7.20  Tyrol  Hydro-Electric  Co.  7s,  1952 .  3,000,000  97 

7.625  Union  Electric  Service  7s,  1957 .  6,000,000  921^ 

Union  Electric  Service  (shares)  .  2,250,000*7  3^ 

5.50  United  Securities  Sy^s,  1952  .  600,000  100 

Ural  Emerald  Mines .  1,000,000 

5.65  Vamma  Water  Power  Sj^s,  1957  .  5,000,000  98 

Vacuum  Oil  Co.  (Czechoslovakia)  .  1,720,000*8 

7.45  Venetian  Mortgage  Institute  7s,  1952 .  5,000,000  95 

Wagon-Lits  (shares)  .  500,000 

Warsaw  Bank  of  Commerce .  275,000 

Westinghouse  Inter.  Brake  &  Signal  Corp.*9  250,000 

Wiener  Bankverein  (shares)  .  2,125,000  4j4 

Wix,  J.  &  Son,  Ltd.80 . 

Willys  Overland  (Sweden) .  100,000 

Willys  Overland  (Belgium) .  100,000 


Refunding 


TOTAL 


$378,746,680 


$17,950,000 


(53)  Twenty-five  per  cent  interest  acquired  by  United  Artists  Theater  Circuit. 

(54)  Represents  estimated  amount  employed  in  acquisition  by  American  interests  of  system  of  dry 
quenching  coke. 

(55)  Acquired  by  American  interests. 

(56)  Represents  American  share  in  Company’s  increase  in  capital  from  £1,000,000  to  £2,000,000. 

(57)  Represents  cost  of  600,000  shares  of  stock  at  $3.75  per  share. 

(58)  Represents  additional  issue  of  23,200  shares,  increasing  capital  from  Kc  2,000,000  to  Kc  60,000,000. 

(59)  Formed  with  1,000,000  shares  of  no  par  value  for  grouping  of  control  of  foreign  affiliated  companies 
of  Westinghouse  Air  Brake  Company. 

(60)  Acquisition  of  51%  by  American  interests. 


C.  Germany:  Government,  States  and  Municipalities 


Yield  Issue  Amount  Price 

5.375  Bavaria  Treasury  Notes,  June  10,  1928 .  20,000,000 

8.50  Breslau  Collateral  1-year  7s,  1928  .  955,200i  98i'2 

Chemmitz  Treasury  Notes .  1,000,0002 

Cologne  Treasury  Notes  .  2,500,000 

German  Gov^t  Internal  6s  (now  6s) .  230,0003  92 

5.375  Hamburg  1-year  Treas.  Notes,  Nov.  1,  1928  5,000,000 

6.375  Hanover  (Harz  Water  W’orks)  6s,  1957....  1,000,000  95 

6.65  Hanover  Credit  Institute  6s,  1930  .  4,000,000  98 

Hanover  Treasury  Notes  .  5,000,000 

5.50  Leipzig  5^s,  Aug.  24,  1928 .  1,500,000  100 

6.60  Leipzig  Sy^s,  June  23,  1928  .  1,000,000  100 

6.60  Nuremberg  6s,  1962  .  5,000,000  94 

6375  Prussia  Treasury  Notes .  5,000,000 

6.28  Prussia  6s,  1962  .  30,000,000  96^ 

6.44  Saxon  State  Mortgage  Institute  6s,  1947....  2,000,000  95 

6.40  Saarbruecken  6s,  1953  .  3,000,000  95 


TOTAL  . $  87,185,200 


Refunding 

10,000,000 


5,000,000 


$15,000,000 


(  1  )  Represents  issue  of  RM  4,000,000  placed  in  New  York,  guaranteed  by  Bank  fuer  Elektrische 
VVerte,  Germany. 

(  2  )  Amount  advanced  by  New  York  investment  trust. 

(  3  )  Estimated  amount  placed  in  New  York. 
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TABLE  III:  DETAILS  OF  AMERICAN  FOREIGN  INVESTMENTS  IN  1927  (Continued) 
D.  Germany :  Corporations 


Yield  Issue  Amount  Price 

7.60  Adler  Mining  co.  6i/$s,  1942 .  1,125,000  90 

American  Kodak  Co .  2,380,000 

American  Rolling  Mills  Co .  250,000i 

Banner  Bankverein  .  1,250,000> 

Bergmann  Stores  (Cologne) .  250,0003 

Berlin  Elevated  Ry.  15-months  Notes .  6,000,000 

6.36  Central  Bank  of  Agriculture  6s,  1960 .  19,000,000*  95 

6.32  Central  Bank  of  Agriculture  6s,  1960 .  50,000,000  95i<j 

6.40  Central  Bank  of  German  States  &  Prov.  6s, 

1951  .  10,000,000  95 

6.40  Central  Bank  of  German  States  &  Prov.  6s, 

1952  .  5,000,000  95 

6.25  Commerz  and  Privat  Bank  Sy^s,  1937  .  20,000,000  94j/^ 

Continental  Textile  6s,  1929  .  4,600,0003 

Chrysler  Co.,  Ltd .  250,000 

Damm  &  Ladwig .  1,190,0003 

6.10  Deutsche  Bank  6s,  1932 .  16,600,000  991^ 

6.25  East  Prussian  Landowners  Assn.  6s,  1930. . .  7,000,000  99^ 

Friedenshuette  Loan  .  1,500,000^ 

German  Gasoline  Co .  687,5008 

German  General  Electric  Co .  700,000»  35 

International  Germanic  Co.,  Ltd .  2,000,0001° 

Intertype  Corporation  of  Germany .  100,000 

Neckarsulm  Motor  Co.  6j48  .  4,000,000 

6.55  North  German  Lloyd  6s,  1947 .  20,000,000  94 

6.36  Rhine  Westphalia  Electric  68,  1952 .  15,000,000  95i.^ 

6.20  Saarbruecken  Mortgage  Bank  6s,  1947 .  1,000,000  97^ 

6.45  Saarbruecken  Mortgage  Bank  6s,  1947 .  1,000,000  95 

Timken  Roller  Bearing  (Germany) .  240,000 

6.63  United  Steel  Works  Oj^s,  1947,  Ser.  "A”. . . .  14^60,000  98^ 

6.70  United  Steel  Works  6^s,  1947,  Ser.  “C”....  4,225,000  97i/5 

Westphalia  United  Electric  (advance)....  3,000,000 

Willys-Overland  (Germany)  .  100,000 

'  Woolworth,  F.  W.  (Germany)  .  240,000 


TOTAL  . $213,047,500 


Refunding 


(  1  )  Estimated  amount  involved  in  connection  with  contract  with  Vereinigte  Stahl werke  whereby  latter 
acquired  patents  of  American  company. 

(  2  )  Represents  acquisition  of  RM  5,000,000  stock. 

(  3)  Acquisition  of  interest  in  company  by  Americans.  Amount  given  is  mere  estimate. 

(  4  )  Uf  total  issue  of  $30,000,000  the  balance  having  been  withdrawn  for  sale  abroad. 

(  S  )  Issued  for  purpose  of  exercising  option  on  stock  of  Stohr-Leipzig  and  Elberfelder  Textile  Company. 

(  6  )  Represents  acquisition  of  interests  by  Americans  to  an  amount  of  RM  5,000,000. 

(  7  )  Loan  arranged  for  purpose  of  constructing  100-ton  foundry. 

(8)  Represents  25951  of  capital  of  RM  11,000,000  taken  by  American  interests,  balance  having  been  taken 
by  Uutch  (25%)  and  German  (50%). 

(  9  )  Represents  subscription  by  American  interests  to  part  of  RM  30,000,000  additional  stock  on  basis 
of  one  new  share  for  six  held. 

(10)  Represents  amount  employed  abroad  of  total  of  30,000  shares  of  $100  and  surplus  of  $2,000,000. 


E.  United  States  Territorial  Possessions 


Yield 

Issue 

Amount 

Price 

Refunding 

3.876 

Hawaii  4j^s,  1932-66  . 

Hawaii  4t^s,  1947-57  . 

.  885,(X)0 

Hawaiian  Pineapple  Co . 

.  2,500,0001 

20 

(  1  )  Represents  issuance  of  new  stock  at  $20  per  share  on  basis  of  one  new  share  for  four  held. 
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TABLE  III:  DETAILS  OF  AMERICAN  FOREIGN  INVESTMENTS  IN  1927  (Continued) 


Yield 

Issue 

Amount 

Price 

Refunding 

4.20 

Honolulu  5s,  1932-56  . 

..  1,000,000 

109.65-113.10 

Honolulu  4i,^s,  1932-36  . 

250,000 

101.55 

4.50 

Honolulu  5s,  1932-87  . 

. .  1,000,000 

6.70 

Manila  Gas  Co.  1937  . 

. .  2,250,000 

98r^ 

Mindorsa  Rubber  Co.  (Philippines)  .... 

250,0002 

4.30-4.35 

Philippine  5s,  1935-55  . . . 

. .  1,500,000 

3.975 

Philippine  4i4s,  1957  . 

. .  1,405,000 

109 

Ponce  R.  R.  4j^8 . 

650,000 

101.60 

3.80 

Ponce  R.  R.  4t/^s,  1932-41  . 

200,000 

3.976-4.05 

Porto  Rico  41/^8,  1960-63  . 

. .  4f,000,000 

10914 

3.84-4.05 

Porto  Rico  Irrigation  1967-73 . 

106,443 

3.90 

Porto  Rico  Irrigation  4i4s,  1959-63 . 

500,000 

3.84-4.05 

Porto  Rico  414s,  1960-66 . 

525,000 

Porto  Rican  American  Tobacco  (shares) . 

. .  4,736,6623 

6.10 

Porto  Rican  American  Tobacco  6s,  1942. 

. .  8,000,000 

99 

6,767,700 

South  Porto  Rico  Sugar  Co.  (shares) . . 

. .  5,546,790 

6.50 

United  Porto  Rican  Sugar  614s,  1937.... 

500,000 

100 

7.00 

United  Porto  Rican  Sugar  7%  PId . 

. .  1,500,000 

50 

6.60 

United  Porto  Rican  Sugar  dj/jB,  1937... 

. .  3,000,000 

100 

1,650,000 

TOTAL  . 

42,054,895 

$  8,407,700 

(  2  )  Represents  approximate  amount  employed  in  acquisition  of  properties. 

(  3  )  Comprises  issue  of  31,57/34  shares  of  “A"  stock  and  63,155;'j  shares  of  "B”  stock  on  basis  of  one 
"A”  and  two  "B”  shares  for  $150  per  unit. 


F.  South  America:  Governments,  States  and  Municipalities 


Yield 

Issue 

Amount 

Price 

Refunding 

7.35 

Antioquia  7s,  1945,  Ser.  “C” . 

.  2,500,000 

9614 

7.60 

Antioquia  7s,  1957  . 

.  4,000,000 

94^ 

7.60 

Antioquia  7s,  1958 . 

.  4,000,000 

93 

6.05 

Argentine  6s,  1961  . 

.  21,200,000 

99 

6.03 

Argentine  6s,  1960  . 

.  40,000,000 

9914 

6.10 

Argentine  6s,  1961  . 

.  27,000,000 

98)4 

27,000,000 

Argentine  5s,  Sept.  25,  1927  . 

.  12,000,000 

12,000,000 

Argentine  5s,  March  28,  1928 . 

.  12,000,000 

12.000,000 

Argentine  Gov’t  Ref.  Notes,  Sept.  29,  1927. 

.  20,000,000 

20,000,000 

7.95 

Barranquilla  8s,  1947,  Ser.  “C” . 

500,000 

101 

7.36 

Bogota  614s,  1947  . 

.  2,700,000 

91 

7.12 

Bolivia  7s,  1957  . 

.  14,000,000 

7.10 

Brazil  6)48,  1957  . 

.  41,500,000 

9214 

6.17 

Buenos  Aires  (City)  6s,  1960 . 

.  3396,0001 

97/, 

6.00 

Buenos  Aires  (City)  6s,  Feb.  29,  1928  . 

.  2.1373002 

100 

7.40 

Buenos  Aires  (Province)  7s,  1958 . 

.  10.613,500 

95 

7.70 

Cali  7s,  1947  . 

.  2,000,000 

93 

7.77 

Cauca  Valiev  714s,  1946  . 

.  1,500,000 

98 

7.60 

Callao  (Province)  714s,  1944  . 

.  1,500,000 

99 

6.50 

Chile  6s,  1961  . 

.  27,500,000 

93/ 

(  1  )  Of  total  amount  $1,500,000  reported  to  have  been  placed  abroad. 
(  2  )  Represents  loan  of  5,000,000  pesos  advanced  by  American  bank. 
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TABLE  III:  DETAILS  OF  AMERICAN  FOREIGN  INVESTMENTS  IN  1927  (Continued) 


Yield 

Issue 

Amount 

Price 

Refunding 

8.00 

Chile  Internal  8s,  1932-49  . 

883,3003 

100 

Chile  (State  Railways)  Notes,  due  1928.... 

5,800,000 

5,800,000 

4.75 

Colombia  Treasury  Notes  5s,  Aug.  1,  1927.. 

5,000,000 

92.91 

6.55 

Colombia  6s,  1961  . 

25,000,000 

92y, 

5,000,000 

6.00 

Cordoba  (Province)  6s,  AprQ  1,  1928 . 

1,281,000 

100 

7.10 

Cordoba  (City)  7s,  1957  . 

4,669,500 

98.}4 

7.43 

Cordoba  (City)  7s,  1937  . 

2,547,000 

97 

6.75 

Colombia  Agricultural  Mortgage  Bk.  6s,  1947 

5,000,000 

92 

7.20 

Colombia  Agricultural  Mortgage  Bk.  7s,  1947 

3,000,000 

97^ 

7.60 

Medellin  7s,  1952  . 

3,000,000 

93Z4 

7.60 

Mendoza  7j4s,  1951  . . 

6,500,000 

984 

7.20 

Pernambuco  7s,  1947  . 

6,000,000 

974 

8.00 

Peru  Treasury  Notes  . 

460,0004 

7.48 

Peru  7s,  1960  . 

15,000,000 

964 

6.80 

Peru  6s,  1960  . 

50,000,000 

911/2 

23,930,000 

7.15 

Rio  Grande  do  Sul  7s,  1967 . 

10,000,000 

98 

7.20 

Rio  Grande  do  Sul  Municipalities  7s,  1967.. 

4,000,000 

97 

9.00 

Rio  de  Janeiro  Treasury  Notes . 

1,187,0003 

7.55 

Santa  Fe  (City)  7s,  1945  . 

2,122,500 

941/ 

6.00 

Santa  Fe  (Province)  6s,  1928  . 

1,500,000 

100 

5.50 

Santiago  (Chile)  1-year  6s,  1928  . 

1,000,000 

100.87 

6.65 

Sao  Paulo  (City)  614s,  1957  . 

5,900,000 

98 

7.50 

Tucuman  7s,  1950  . 

2,122,500 

9414 

TOTAL  . . . $112,019,800 

$105,730,000 

(  3  )  Offered  at  $121  per  1,000  pesos.  Issue  of  1932  issued  to  the  amount  of  4,600,000  pesos;  issue  of 
1944  to  the  amount  of  2,700,000  pesos. 

(  4  )  Uue  in  monthly  installments  of  $20,000. 

(  5  )  Represents  loan  of  10,000,000  milreis  to  Municipality. 


G.  South  America:  Corporations 


Yield  latue  Amount  Price 

All  America  Cable  Co .  50,000i 

Asuncion  Port  Construction  Co .  250,000 

Bahia  Corporation  7%  Pfd .  1,500,000  252 

7.30  Bank  of  Colombia  7s,  1947  .  2,000,000  96^ 

7.45  Bogota  Mortgage  Bank  7s,  1947 .  3,000,000 

7.74  Bogota  Mortgage  Bank  7s,  1947  .  3,000,000  92i/$ 

Bolivian  Rubber  Co .  4,100,0003 

Bolivian  Petroleum  Co.  (shares)  .  3,167,500*  5j4 

Brazil  Gold  &  Diamond  Mines  Corp .  1,000,0003 

Brazilian  Rubber  Company  (Ford  Industrial 

Co.  of  Brazil,  Ltd.) .  100,000 

California  Petroleum  Company  (Venezuela) .  700,000« 

Caracas  Syndicate,  Inc .  150,000  21^ 

Carib  Syndicate  (shares)  .  587,5007  23)4 


Refunding 


(  1  ) 
(2) 
(  3  ) 

(4) 

(5) 

(6) 

(7) 


Estimated  amount  employed  in  connection  with  establishment  of  offices  in  Barranquilla,  Colombia. 
Includes  1  share  of  common. 

Formed  to  e.xploit  on  a  scientific  basis  rubber  bearing  lands  of  the  Amazone  region  in  Bolivia. 

Issued  and  outstanding  903,000  shares  of  which  200,000  shares  were  offered  at  $3.50  per  share. 
Represents  increase  in  capitalization  from  $1,000,000  to  $2,000,000. 

Represents  purchase  of  property  in  Venezuela,  company  obliging  itself  to  spend  $3,500,000  within 
five  years  in  development  work. 

Represents  offering  of  250  sub-shares  used  in  part  to  liquidate  obligations. 


The  Ascendancy  of  the  Dollar 


11 


TABLE  III:  DETAILS  OF  AMERICAN  FOREIGN  INVESTMENTS  IN  1927  (Conrinued) 


Yield  Issue  Amount  Price 

Colombian  Oil  Concessions,  Inc .  5,000,0008 

Colombia  Coastwise  Railways  Co .  5,000,000 

7.23  Colombia  Mortgage  Bank  7s,  1947  .  3,000,000  971^ 

7.31  Colombia  Mortgage  Bank  6i/^s,  1947  .  4,000,000  91 

Companhia  Telephone  Rio  Grandense .  1,000,0009 

Cia  Brazileira  de  Energia  Elec . 

Cias  Linhas  Circular  e  Trilhos  Centraes .  11,000,000 

Cia  Francana  de  Electricidad .  1,500,000 

6.50  Electric  Bond  &  Share  6%  Pfd .  10,000,000  109 

Guiana  Exploitation  Corp .  2,000,000 

5.00  Gulf  Oil  C-orporation  5s,  1947 .  10,000,000io  lOO 

Intercolonial  Explorations  Co .  500,000 

Lago  Oil  &  Transport  Corporation  n .  4,500,000 

Montevideo  Telephone  Co .  1,950,00012  lo 

Oriental  Oil  Co.  (Venezuela)  .  1,000,000 

7.50  Pan  American  Industrial  Corp.  7s .  3,000,000is  96j4 

Peruvian  Petroleum  Corp.i* .  100,000 

Ribeirao  Prato  (Brazil)  .  3,600,000i5 

Telephone  Co.  of  Chile .  3,500,000 

Venezolana  Oil  Syndicate  (shares) .  275,000  2j^ 


Refunding 


TOTAL 


$  90,530,000 


(  8  )  Formed  with  10,000,000  shares  of  no  par  value  to  deal  in  petroleum,  natural  gas,  gold,  silver,  iron 
and  metais  of  all  kinds  in  the  United  States,  South  America  and  Mexico.  Above  sum  represents 
estimated  amount  employed  initially. 

(  9  )  Acquisition  of  property  by  American  interests. 

(10)  Includes  amounts  employed  in  Venezuela  and  Mexico. 

(11)  Increase  in  capitalization  from  4,000,000  to  5,000,000  to  acquire  properties  in  Venezuela,  amount 
represents  estimated  initial  investment. 

(12)  C^ost  of  195,000  shares  acquired  by  American  interests  at  £2  out  of  total  of  217,000  shares. 

(13)  Formed  with  authorized  capitalization  of  $150,000,000  to  supply  highway  building  material  to  South 
American  countries.  Above  amount  represents  initial  financing. 

(14)  Formed  with  capitalization  of  1,000  shares  of  no  par  value. 

(15)  Cost  of  properties  acquired  by  American  interests  for  30,000,000  milreis. 


H.  Central  America:  Governments,  States  and  Municipalities,  including 
Mexico,  Cuba  and  West  Indies 


Yield 

Issue 

Amount 

Price 

Refunding 

7.50 

Costa  Rica  (Railway)  71/2S,  1949 . 

.  1,800,000 

100 

5.25 

Cuba  51/s,  1928-37  . 

.  9,000,000 

6.50 

Dominican  Republic  5j4s,  1941 . 

.  5,000,000 

100 

Mexican  Government  Gtd.  Treasury  Notes 

781,812 

Mexican  Government  Collateral  Notes.... 

.  2,000,000 

6.00 

Nicaragua  1-year  6s,  1929  . 

.  1,000,000 

100 

6.60 

Panama  (City)  6i^s,  1942  . 

500,000 

100 

6.30 

Panama  National  Bank  6*48,  1947  . 

.  1,000,000 

101*4 

9.00 

Salvador  Treasury  Notes,  due  Dec.,  1927.. 

250,000 

TOTAL  . 

.$  21,331,812 

I.  Central  America:  Corporations,  including  Mexico,  Cuba  and  West  Indies 

Yield 

Issue 

Amount 

Price 

Refunding 

Chiriqui  Land  Company  (Panama)  . 

.  5,000,000 

Cia  Agricola  de  Guatemala . 

50,000 

Cuban  .\merican  Air  Line . 

.  1,000,000 

Cuban  American  Realty  Co . 

.  7,700,0001 

6.65 

Cuba  Northern  Railway  5*4s,  1942 . 

.  20,000,000 

9sy, 

12,510,000 

Cub.an  National  Syndicate  . 

.  3.750,000 

15 

Ford  Motor  (Company  ((3olon,  Panama) . . 

100.000 

Guatemala  (United  Fruit)  . 

500,0002 

International  Exploration  Co . . 

.  1,000,000 

(  1  )  Acquisition  of  property  in  Cuba  from  Territorial  Syndicate  of  Cuba. 

(  2  )  Agreement  provides  for  payment  by  company  to  the  Government  of  $14,000  per  annum 
and  Ic  for  each  banana  stem  exported. 

for  25  years 
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TABLE  III:  DETAILS  OF  AMERICAN  FOREIGN  INVESTMENTS  IN  1927  (Continued) 


Yield 

Issue 

Amount 

Price 

5.05 

International  Tel.  &  Tel.  Co.  41^8,  1952. . . 

35,000,0003 

92 

7.25 

Inter.  Railways  of  Central  Am.  614s,  1947., 

7,500,000 

92 

6.35 

Inter.  Railways  of  Central  Am.  5s,  1972... 

300,000 

80 

International  Sisal  Corp . 

100,0004 

Intercontinental  Petroleum  Corp . 

1,500,0005 

Latin  American  Exploration  Corp . 

2,500,0008 

Manzanillo  Wharves  (Mexico)  . 

200,0m 

7.20 

Potrero  Sugar  Co.  7s,  1947 . 

2,000,000 

98 

Potrero  Sugar  Company  (shares) . 

384,000 

12 

6.375 

Punta  Alegre  Sugar  6s,  1930 . 

4,000,000 

99 

Santo  Domingo  (acquisition  of  oil  land) . . 

200,0003 

Standard  Oil  (Mexico)  . 

200,000 

Warren  Bros.  (Cuba)  . 

4,400,0009 

Refunding 

25,000,000 


2,000,000 


TOTAL  . $  97,384,000 


$  39,510,000 


(  3  )  Part  of  funds  may  have  been  employed  elsewhere. 

(  4  )  Formed  with  1,000  shares  of  common  stock  of  no  par  value. 

(  5  )  Represents  increase  in  capitalization  from  $10,000,000  by  authorizing  issuance  of  1,000  shares  of 

^0  par  value  by  Mexican  Panuco  Company  which  assumed  above  name. 

(  6  )  Estimated  amount  employed  of  total  authorized  capitalization  of  1,000,000  shares  of  $10  par  value, 
formed  to  take  over  management  of  Universal  Petroleum  Association  of  Mexico. 

(  7  )  Represents  estimated  cost  of  construction  of  wharves  and  oil  storing  facilities. 

(  8  )  Estimated  amount  involved  in  acquiring  four  concessions  held  by  Antillian  Petroleum  Company. 

(  9  )  Represents  amount  involved  in  connection  with  Cuban  Highway  contract. 


J.  Canada,  including  Newfoundland 

Yield  Issue  Amount 

Provinces  and  Municipalities . 118,96(),422 

Corporations  . 371,400,000 


Price  Refunding 
9,500,000 
37,752,500 


Miscellaneous:  Governments  and  Municipalities,  including  Japan  and 
Australia 

eld  Issue  Amount  Price  Refunding 


Yield 

Issue 

Amount 

Price 

5.125 

Australia  5s,  1957  . 

.  40,000,000 

98 

5.26 

Brisbane  6s,  1957  . 

.  7,500,000 

96 

5.25 

New  South  Wales  5s,  1957 . 

.  25,000,000 

96^ 

5.25 

New  South  Wales  5s,  1958  . 

.  25,000,000 

9614 

6.25 

Tokyo  614s,  1962  . 

.  20,640,000 

8914 

TOTAL  . $118,140,000 

Miscellaneous :  Corporations,  including  Japan  and  Australia 

eld  Issue  Amount  Price 

American  Oriental  Bankers  Corporation  .  1,000,000 


Bates-Valves  Co.  of  Yokohama 
Celotex  Co.  of  Australia,  Ltd.  . . 


Amount 

Price 

.  1,000,000 

.  1,000,000 

.  4,000,000 

98 

.  25,000,000 

96^ 

125,000 

100,000 

250,000 

.  3,000,000 

.  1,000,000 

.  1,000,000 

.  2,000,000 

.  15,500,0001 

.  1,994,0002 

.  1,000,000 

99J4 

.  7,650,000 

9314 

Refunding 


TOTAL  . $  64,619,000 

(  1  )  Comprises  company’s  investments  in  Australia  and  acquisition  of  properties  in  Dutch  East  Indies. 
(  2  )  Represents  40%  paid  up  stock  in  company  formed  jointly  by  American  and  Japanese  interests,  with 
authorized  capitalization  of  10,000,000  yen. 
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The  Investor  axd  League  Loans 


^HE  role  flayed  by  the  League  of  Na- 
J-  tions  in  the  economic  and  financial  re¬ 
covery  of  Europe  is  particularly  interesting 
at  the  present  time,  inasmuch  as  a  number 
of  (jovernments  may  contract  new  loans  in 
the  near  future  under  the  auspices  of  the 
League.  The  following  report,  prepared  for 
the  Information  Service  by  Dr.  Max  Wink¬ 
ler,  revieivs  in  some  detail  the  League’s  rec¬ 
ord  to  date.  Eight  loans  have  been  floated 


under  the  auspices,  or  with  the  assistance, 
of  the  League  of  Nations:  The  Austrian 
loan;  the  Hungarian  loan;  two  Greek  loans, 
and  the  Germanf,  Bulgarian,  Estonian  and 
Danzig  loans.  As  Dr.  Winkler  points  out, 
the  purpose  of  each  of  these  loans  has  been 
highly  constructive,  and  from  a  purely  com¬ 
mercial  point  of  view,  the  financing  has 
been  unusually  successful. 


THE  AUSTRIAN  LOAN 


Irrespective  of  the  criticism  which  may  be 
raised  against  the  League  of  Nations  on 
political  grounds,  even  its  most  pronounced 
opponents  admit  that  the  economic  recovery 
of  Europe  has  been  greatly  aided  by  the 
financial  intervention  of  the  League.  It  is 
safe  to  assert  that  the  rehabilitation  of  a 
number  of  European  countries  could  never 
have  been  effected  had  it  not  been  for  the 
League  of  Nations.  The  chaotic  and  desper¬ 
ate  condition  in  which  new  Austria  found 
itself  immediately  after  the  War  is  still 
easily  recalled.  Once  a  mighty  empire, 
dominating  a  vast  territory  extending  al¬ 
most  from  the  Baltic  to  the  Mediterranean, 
from  the  Alps  to  the  Euxine,  ruling  over 
Teuton,  Slav,  Latin,  Magyar  and  even  Ma- 
homedan,  Austria  was  reduced  by  the  war 
to  but  a  faint  shadow  of  its  former  grandeur. 
The  catastrophic  decline  in  the  value  of  the 
krone,  the  loss  of  its  richest  territories,  the 
heavy  burdens  imposed  by  the  war  and  the 
still  heavier  ones  by  the  treaties  of  peace, 
had  sufficed  to  throw’  the  erstwhile  Dual  Mon¬ 
archy  into  an  abyss  from  w’hich  it  appeared 
nothing  but  a  miracle  could  save  it.  Its 
coal  riches  and  most  of  its  fertile  soil  had 
been  given  to  other  countries,  and  there  w’as 
left  only  the  barren  rocks  of  the  Alps  and 
a  huge  capital  of  almost  tw’o  million  people. 
Austria  w’as  not  permitted  to  unite  with 
Germany,  despite  the  fact  that  plebiscites 
organized  in  tw’o  of  its  provinces  had  voted 
in  an  overwhelming  majority  for  fusion  w’ith 
its  former  ally.* 

•Of.  Foreisn  Policy  Association.  Information  Service,  Vol. 
III.  Xo.  20.  December  9.  1927. 


Foreseeing  the  inevitable,  however,  the 
people  who  remained  in  the  remnant  of  the 
former  Dual  Monarchy  asserted  their  will  to 
exist.  The  outside  world  did  not  fail  to 
come  to  the  aid  of  a  country  which  for  cen¬ 
turies  had  stood  as  a  powerful  buhvark  pro¬ 
tecting  Western  civilization  from  the  on¬ 
slaught  of  Turk  and  Tatar. 

In  September,  1922,  at  the  request  of 
Austria,  a  plan  was  formulated  by  the 
League  of  Nations  for  the  financial  and  eco¬ 
nomic  rehabilitation  of  the  country  and  w’as 
adopted  by  the  representatives  of  the  prin¬ 
cipal  powers  of  Europe. 

The  plan  was  based  upon  a  recognition  of 
the  political  integrity  and  economic  inde¬ 
pendence  of  Austria  and  the  Declaration 
(Protocol  No.  1  of  October  4,  1922)  designed 
to  maintain  it.  Aided  by  the  confidence 
which  this  Declaration  created,  the  Austrian 
Government  instituted  a  program  of  reform 
in  order  to  insure  the  balancing  of  its  bud¬ 
get  by  the  end  of  1924. 

This  program  of  reform  included: 

a.  The  reduction  of  ministries,  simplifying  their 
organization  and  eliminating  overlapping. 

b.  Reorganization  or  eventual  transfer  to  private 
management  of  State  industrial  enterprises. 

c.  A  reduction  in  the  number  of  State  employees. 
[About  36,500  were  dismissed  between  October 
1,  1922  and  May  26,  1923,  as  part  of  the  pro¬ 
gram  for  the  release  of  100,000  employees  prior 
to  July  1,  1924.] 

d.  The  enactment  of  legislation  providing  for  in¬ 
creased  revenue  from  indirect  taxation,  cus¬ 
toms  duties  and  duties  of  other  kinds,  and  the 
introduction  of  a  turnover  tax. 

tFor  status  of  Oornian  I.o.an.  see  p.  22. 
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During  the  period  of  transition,  the  ex¬ 
cess  of  the  Government’s  expenditures  over 
the  revenues  available  from  normal  re¬ 
sources — estimated  at  a  maximum  of  about 
500,000,000  Austrian  gold  crowns — was  met 
from  the  proceeds  of  the  Austrian  Govern¬ 
ment  Guaranteed  Loan.  In  addition,  ad¬ 
vances  from  several  foreign  governments, 
aggregating  about  130,000,000  Austrian 
gold  crowns  and  made  in  1922  in  anticipa¬ 
tion  of  the  Loan,  were  refunded  with  bonds 
of  the  Loan,  issued  in  the  currencies  of  the 
respective  lending  countries. 

Inflation  through  note  issues  for  the  Gov¬ 
ernment’s  account  had  been  definitely 
stopped  on  November  18,  1922,  and  after 
that  additional  notes  had  been  issued  only 
against  cover  in  gold  or  in  foreign  balances 
in  stable  currencies.  A  Bank  of  Issue,  in¬ 
dependent  of  Government  control  and  hav¬ 
ing  the  sole  power  of  note  issue,  was  estab¬ 
lished  with  a  capital  of  30,000,000  Austrian 
gold  crowns,  subscribed  in  Austria,  and  has 
been  functioning  since  January  2,  1923.  On 
the  23rd  of  May,  1923,  its  ratio  of  reserves 
(gold  and  foreign  exchange  balances)  to 
note  circulation  (the  latter  in  paper  crowns 
being  calculated  in  gold  crowns,  according 
to  the  statutes  of  the  Bank,  at  the  average 
rate  of  the  preceding  half-year)  was  more 
than  35  per  cent. 

STABILIZATION  OF 
AUSTRIAN  CROWN 

As  a  result  of  the  monetary  measures 
taken,  the  Austrian  crown  was  stabilized; 
its  exchange  value,  during  the  seven  months 
preceding  the  flotation  of  the  Loan,  deviated 
hardly  at  all  from  the  level  established  in 
October,  1922. 

The  Austrian  Government  Guaranteed 
Loan,  1923-1943,  took  the  form  of  an  inter¬ 
national  loan,  issued  in  Great  Britain,  Italy, 
Switzerland,  Belgium,  Holland,  Sweden, 
Austria  and  the  United  States  of  America, 
in  bonds  of  various  denominations  and  in 
various  currencies  for  amounts  sufficient  to 
yield  in  the  aggregate  an  effective  sum 
equivalent  to  630,000,000  Austrian  gold 
crowns,  or  about  $126,000,000. 

Of  the  total  authorized  Loan,  bonds  to  the 
amount  required  to  yield  an  effective  sum 


not  exceeding  585,000,000  Austrian  gold 
crowns  were  guaranteed  as  to  principal, 
interest  and  redemption  payments  by  the 
countries  listed  below  in  the  proportion 
stated : 
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In  addition  to  the  sum  of  585,000,000  Aus¬ 
trian  gold  crowns  thus  obtained,  upwards 
of  45,000,000  Austrian  gold  crowns  were 
also  obtained  through  advances  made  by  the 
Swiss  and  Spanish  Governments  as  part  of 
the  authorized  total  of  the  Loan.  These 
amounts  together  were  estimated  to  be  suffi¬ 
cient  for  the  requirements  of  the  Austrian 
Government.  The  advances  above  described 
were  to  rank  equally  in  the  pledged  revenues, 
but  did  not  have  the  Government  guaranties. 


GUARANTOR  STATES 
DEPOSIT  BONDS 

Before  each  issue  forming  part  of  the 
Loan  was  made,  each  guarantor  State  de¬ 
posited  with  the  National  Bank  of  Switzer¬ 
land,  in  the  name  of  the  Trustees  for  the 
Loan,  its  own  bonds  of  like  tenor  and  cur¬ 
rency  to  cover  the  amount  of  its  guaranty 
in  respect  of  such  issue.  Thus,  dollar  bonds 
of  the  several  States  by  which  the  service 
of  the  issue  is  guaranteed  are  held  by  the 
National  Bank  of  Switzerland  in  the  name 
of  the  Trustees.  Should  funds  for  the  pay¬ 
ment  of  any  coupons  or  of  any  sinking  fund 
installments  of  the  Loan  not  be  in  the  hands 
of  the  Trustees  thirty  days  before  the  date 
due,  these  bonds  and  coupons  are,  at  the 
instance  of  the  Trustees  and  without  any 
action  by  the  bondholders,  to  be  immediately 
payable  by  each  of  the  guaranteeing  Gov¬ 
ernments  to  the  extent  provided  by  its 
guaranty. 
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measures  for 

REDEMPTION  OF  LOAN 

The  Austrian  Government  covenants  to 
pay  during  the  life  of  the  Loan  a  fixed 
annual  sum  which,  after  deducting  the  an¬ 
nual  interest  on  the  bonds  at  the  time  out¬ 
standing,  is  to  be  sufficient  to  redeem  the 
entire  Loan  in  annual  installments  by  ma¬ 
turity  in  1943.  The  quota  available  for 
amortization  of  the  American  issue,  increas¬ 
ing  from  about  8600,000  in  the  first  year  to 
about  $2,200,000  in  the  last  year,  will  be 
used  in  the  redemption  of  bonds  of  the 
American  issue  by  lot  at  100  per  cent  and 
accrued  interest,  or,  if  the  Austrian  Govern¬ 
ment  shall  so  elect,  in  the  purchase  of  bonds 
in  the  market,  if  obtainable  at  less  than  100 
per  cent  and  accrued  interest. 

In  addition  to  being  direct  obligations, 
in  respect  of  the  payment  of  principal,  in¬ 
terest  and  sinking  fund  of  the  Federal  Re¬ 
public  of  Austria,  the  bonds  of  this  Loan 
are  secured  by  a  first  charge  on  the  gross 
receipts  of  the  customs  and  the  tobacco  mon¬ 
opoly  of  the  Austrian  Government.  This 
charge  extends  also  to  an  existing  advance 
from  the  Czechoslovak  Government  of  an 
amount  outstanding  at  the  time  of  the  flota¬ 
tion  of  the  Loan  of  about  13,500,00  Austrian 
gold  crowns  and  to  any  loan  which  the  Aus¬ 
trian  Government  may  raise  to  provide  for 
the  redemption,  after  June  1,  1934,  of  the 
outstanding  balance  of  any  particular  issue 
forming  part  of  the  Loan  contracted.  No 
further  charge  on  these  revenues  may  be 
created  ranking  in  priority  to,  or  pari  passu 
with,  the  above  charges. 

The  gross  receipts  from  the  customs  and 
the  tobacco  monopoly  at  the  time  of  the 
contraction  of  the  Loan  amounted  to  150,- 
000,000  Austrian  gold  crowns  (about  $30,- 
000,000)  per  annum.  Interest  charges  and 
sinking  fund  obligations  sufficient  to  amor¬ 
tize  the  Loan  by  maturity  will  not  exceed 
67,000,000  Austrian  gold  crowns  (about 
$13,600,000)  per  annum. 

If,  for  any  reason,  the  gross  receipts  of 
the  customs  and  the  tobacco  monopoly 
pledged  as  security  for  this  Loan  should  not 
appear  to  be  sufficient  in  themselves,  other 
revenues  were  to  be  hypothecated  on  the 


action  of  a  committee  representing  the  in¬ 
terests  of  the  guarantor  States. 

The  hypothecated  revenues  were  to  pass 
directly  into  an  account  controlled  by  a 
Commissioner-General,  whose  first  duty  it 
was  to  see  that  sufficient  sums  were  retained 
for  the  service  of  the  Loan,  before  releasing 
any  sums  for  the  uses  of  the  Austrian  Gov¬ 
ernment.  Also,  the  proceeds  of  this  Loan 
were  to  pass  into  an  account  of  which  the 
Commissioner-General  had  absolute  control. 

COMMISSIONER-GENERAL 
TAKES  CHARGE  IN  1922 

The  Commissioner-General  commenced  to 
function  on  December  15,  1922.  It  was  his 
duty  not  only  to  see  that  the  necessary  re¬ 
forms  and  economies  in  the  administration 
were  carried  through,  but  also  that  the  ex¬ 
penditure  of  the  State  did  not  exceed  the 
limits  which  the  Government  had  agreed  to 
and  which  had  the  balancing  of  the  budget 
for  an  object. 

To  guarantee  that  the  annual  budget  sanc¬ 
tioned  by  Parliament  and  authorized  by  the 
Commissioner-General  was  not  exceeded, 
the  Government  was  requested  to  submit  a 
budget  of  expenditures  each  month  to  the 
approval  of  the  Commissioner-General  and 
these  monthly  budgets  could  be  reduced 
when  in  his  opinion  either  the  total  or  in¬ 
dividual  items  were  too  high.  He  was  to 
keep  in  close  daily  contact  with  the  move¬ 
ments  of  the  Treasury,  because  the  Govern¬ 
ment  required  his  authorization  for  dispos¬ 
ing  of  the  amounts  passed  on  the  accounts 
already  mentioned.  In  giving  this  authori¬ 
zation  he  had  ahvays  to  see  that  the  sums 
for  the  service  of  the  Loan  remained  avail¬ 
able.  At  the  time  of  the  flotation  of  the 
Loan,  the  Commissioner-General  stated  that 
the  monthly  budgets  had  kept  within  the 
limits  laid  down  from  the  beginning  and 
that  even  a  surplus  had  been  obtained. 

To  strengthen  the  security  of  the  Guaran¬ 
teed  Loan,  the  Reparation  Commission,  by 
a  decision  dated  February  20,  1923,  sus¬ 
pended  for  a  period  of  twenty  years  and  for 
such  further  time  as  may  be  necessary  until 
the  full  repayment  of  the  Loan,  the  lien  for 
reparation  charges  on  any  revenues  which 
may  be  pledged  as  security  for  this  Loan. 
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By  the  concerted  action  of  the  principal 
nations  of  the  world,  including  the  United 
States  of  America  in  a  joint  Resolution  of 
Congress  approved  April  6,  1922,  liens 
against  Austrian  assets  created  after  the 
Armistice,  in  respect  to  relief  credits,  were 
also  postponed  for  a  period  of  twenty  years. 

A  protocol  was  signed  by  the  European 
Governments  directly  interested,  including 
the  neighboring  States  of  Italy  and  of 
Czechoslovakia,  to  insure  the  economic  and 
political  independence  of  Austria.  Under 
the  terms  of  this  Protocol  No.  1,  dated 
October  4,  1922,  the  signatory  States  de¬ 
clared  that  “they  will  respect  the  political 
independence,  the  territorial  integrity  and 
the  sovereignty  of  Austria,"  that  “they  will 
not  seek  to  obtain  any  special  or  exclusive 
economic  or  financial  advantage  calculated 
directly  or  indirectly  to  compromise  that 
independence." 

The  Government  of  the  Federal  Republic 
of  Austria  on  its  part  “undertakes,  in  ac¬ 
cordance  with  the  terms  of  Article  88  of  the 
Treaty  of  St.  Germain,  not  to  alienate  its 
independence;  it  will  abstain  from  any  nego¬ 
tiations  or  from  any  economic  or  financial 
engagement  calculated  directly  or  indirectly 
to  compromise  this  independence." 

The  guaranty  which  had  been  given  with 
respect  to  the  bonds  of  this  Loan  on  behalf 
of  eight  of  the  principal  nations  of  Europe 
gave  these  nations  a  very  definite  interest  in 
assisting  in  the  maintenance  of  Austria’s 
political  and  economic  position. 


In  1925,  at  the  request  of  the  League 
Council,  a  thorough  inquiry  into  Austria’s 
economic  situation  was  made  by  Mr.  W.  T. 
Layton,  editor  of  the  London  Ecoyiomist,  and 
M.  Charles  Rist,  an  eminent  French  expert. 
Their  report  was  on  the  whole  optimistic. 
They  concluded  that  the  troubles  confront¬ 
ing  the  economic  life  of  Austria  were  merely 
a  variant,  if  in  a  somewhat  intensified  form, 
of  those  with  which  all  European  countries 
had  been  faced  since  the  war.  The  remedies 
most  needed  were  an  extension  of  Austria’s 
markets,  a  supply  of  foreign  capital,  and, 
internally,  a  reduction  of  cost  prices 
throughout  industry. 

In  March,  1926,  the  League  Council  de¬ 
cided  that  the  control  of  the  Commissioner- 
General  should  cease  as  from  July  1,  1926; 
that  the  expenditure  of  the  balance  of  the 
Loan  should  be  subject  to  supervision  by  the 
Financial  Committee  and  that  control  over 
the  revenues  assigned  for  the  service  of  the 
Loan  should  be  in  the  hands  of  a  representa¬ 
tive  of  the  Trustees.  Austria  also  agreed 
that,  for  a  period  of  ten  years  after  the  date 
of  the  definitive  termination  of  control  by 
the  Commissioner-General,  the  Council  of  the 
League  should,  by  a  three-fourths  majority 
vote — Austria  abstaining,  have  the  right 
to  re-establish  control  by  a  Commissioner- 
General  if  the  proceeds  from  the  assigned 
revenues  were  insufficient  to  cover  the  ser¬ 
vice  of  the  Loan  or  if  the  equilibrium  of  the 
budget  were  seriously  endangered. 

As  a  result.  Dr.  Zimmerman  withdrew 
from  Vienna  on  July  1,  1926. 


THE  HUNGARIAN  LOAN 


The  Hungarian  Loan  was  issued  pursuant 
to  the  Geneva  Protocols  dated  March  14, 
1924,  approved  by  the  Council  of  the  League 
of  Nations  and  ratified  by  the  Hungarian 
Government,  for  the  purpose  of  effecting 
the  financial  and  economic  reconstruction  of 
Hungary  in  accordance  with  the  plan  of  the 
Council  of  the  League. 

This  plan  provided  for  stabilization  of  the 
Hungarian  currency  and  balancing  of  the 
budget  on  a  permanent  basis  through  taxa¬ 
tion  by  June  30,  1926.  The  execution  of 
this  plan  was  to  be  under  the  supervision 


of  the  Commissioner-General  appointed  by 
the  Council  of  the  League  and  responsible 
to  it.  Mr.  Jeremiah  Smith,  Jr.,  of  Boston, 
was  appointed  to  this  office.  The  proceeds 
of  the  Loan  were  placed  under  the  control 
of  the  Commissioner-General  and  used  to 
cover  the  excess  of  expenditures  over  rev¬ 
enues  during  the  period  of  reconstruction. 

The  Loan  is  secured  by  a  first  charge  on 
the  gross  revenues  from  Customs,  the  Sugar 
Tax  and  the  Tobacco  Monopoly,  and  the  net 
revenue  from  the  Salt  Monopoly.  The  Loan 
is  additionally  secured,  if  required  by  the 
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Commissioner-General  (or  by  the  Trustees 
for  the  bondholders  when  no  Commissioner- 
General  is  functioning),  by  a  first  charge 
on  any  other  revenues  (except  those  of  the 
State  Railways)  and  assets  of  the  Govern¬ 
ment.  The  security  for  the  Loan  is  to  ex¬ 
tend  to  any  loan  which  the  Government 
might  issue  to  redeem,  on  or  after  February 
1,  1934,  the  then  outstanding  balance  of  any 
issue  forming  part  of  the  Loan,  but  no  other 
lien  on  the  above  revenues  and  assets  is  to 
be  created  ranking  in  priority  to,  or  pari 
passu  with,  the  lien  of  this  Loan. 

By  agreements  with  the  United  States, 
Great  Britain,  and  other  nations  interested, 
the  obligations  for  relief  bonds  w^ere  subor¬ 
dinated  to  the  lien  of  the  Loan,  and  all 
charges  for  Reparations,  imposed  under  the 
Treaty  of  Trianon,  were  likewise  subordi¬ 
nated  by  the  Reparation  Commission. 

The  revenues  pledged  were  to  be  paid,  as 
collected,  into  a  special  account,  controlled 
by  the  Commissioner-General,  and,  when  no 
Commissioner-General  was  functioning,  by 
the  Trustees  for  the  bondholders  appointed 
by  the  Council  of  the  League  of  Nations. 
Out  of  these  funds  there  were  to  be  trans¬ 
ferred  to  the  Trustees,  in  accordance  with 
the  terms  of  the  Loan,  on  the  first  of  each 
month,  one-twelfth  of  the  annual  require¬ 
ments  for  interest  and  sinking  fund. 


A  CASH  RESERVE  FUND 
TO  BE  DEPOSITED 

A  reserve  fund  in  cash,  sufficient  to  cover 
one-half  of  the  annual  interest  and  sinking 
fund  requirements  of  the  Loan,  was  to  be 
kept  on  deposit  with  the  Trustees  to  meet 
any  deficiency  in  the  service  of  the  Loan. 
Any  amount  drawn  from  this  fund  was  to 
be  forthwith  made  good  by  the  Hungarian 
Government. 

Control  by  the  Commissioner-General  was 
to  continue  until  the  Council  determined 
that  financial  stability  was  assured,  but  such 
control  might  be  reestablished  at  any  time 
while  any  part  of  the  Loan  was  outstanding, 
if  the  balance  of  the  budget  or  the  security 
for  the  Loan  was  endangered. 

Great  Britain,  France,  Italy  and  the  neigh¬ 


boring  States  of  Rumania,  Jugoslavia,  and 
Czechoslovakia,  in  a  Protocol  signed  March 
14,  1924,  joined  with  Hungary  in  solemn 
declaration  to  respect  the  political  and  eco¬ 
nomic  independence,  territorial  integrity 
and  sovereignty  of  Hungary,  and  the  guar¬ 
antees  established  for  the  protection  of  the 
bondholders. 

The  Loan  was  offered  simultaneously  in 
New  York  and  London  to  the  amount  of 
87,500,000  and  £7,902,700  respectively,  rep¬ 
resenting  parts  of  an  international  loan 
which  was  issued  also  in  Czechoslovakia, 
Holland,  Italy,  Sweden,  Switzerland,  Hun¬ 
gary  and  other  countries,  in  various  cur¬ 
rencies,  for  amouts  sufficient  to  yield  to  the 
Government  in  the  aggregate  an  effective 
sum  equivalent  to  250,000,000  Hungarian 
gold  crowns,  or  about  $50,650,000.  Bonds 
are  dated  August  1,  1924,  and  mature  Feb¬ 
ruary  1,  1944,  through  a  cumulative  sinking 
fund  beginning  February  2,  1925,  applied 
to  redemption  of  bonds  through  purchase 
in  the  market,  if  obtainable  at  less  than  par 
and  accrued  interest,  or  if  not  so  obtainable, 
through  annual  drawings  by  lot  at  par  and 
accrued  interest.  Except  for  the  sinking 
fund,  bonds  are  not  subject  to  redemption 
prior  to  February  1,  1934,  on  and  after 
which  date  the  Loan  may  be  redeemed  at  the 
option  of  the  Government,  and  with  the 
consent  of  the  Trustees,  as  a  whole,  only 
upon  six  months’  notice,  at  par  and  accrued 
interest. 


HUNGARIAN  BUDGET 
IS  BALANCED 

Budget  equilibrium  in  Hungary  was 
reached  with  great  rapidity  after  the  con¬ 
trol  began  on  May  1,  1924.  A  deficit  of 
100,000,000  gold  crowns  had  been  allowed 
for  the  financial  year  July,  1924  to  June, 
1925  but  the  year,  in  fact,  showed  an  actual 
surplus. 

The  following  financial  year  showed  an 
equally  favorable  result,  with  a  surplus  of 
approximately  62,000,000  gold  crowns. 
Thus  two  years  after  the  control  began — the 
minimum  period  contemplated — the  recon¬ 
struction  work  had  been  successfully  con¬ 
cluded.  The  budget  had  been  balanced  fo;‘ 
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a  year  and  a  half,  and  only  about  one-fourth 
of  the  reconstruction  Loan  had  been  used  to 
meet  deficits,  the  balance  being  available  for 
productive  investments.  Accordingly  the 
Council  decided  to  terminate  the  functions 
of  the  Commissioner-General  as  from  July 
1,  1926,  subject  to  a  supervision  over  the 
balance  of  the  Loan  and  the  control  over  the 


assigned  revenues  by  a  representative  of  the 
Trustees. 

In  the  case  of  Hungary  the  right  of  the 
Council  to  re-establish  control  at  any  time 
during  the  currency  of  the  Loan,  if  the 
equilibrium  of  the  budget  were  endangered, 
had  been  included  in  the  original  agreement 
with  the  Hungarian  Government. 

Mr.  Smith  left  Budapest  on  July  1,  1926. 


THE  GREEK  LOANS 


FIRST  GREEK 
LOAN 

The  purpose  of  the  first  Greek  Loan  was 
to  provide  funds  for  establishing  on  the  land 
or  in  industry  Greeks  who,  after  having 
been  forced  to  leave  Turkey,  were  to  be 
settled  in  Greece,  according  to  the  conven¬ 
tion  for  the  exchange  of  populations  signed 
in  Lausanne  in  1923.  The  number  to  be 
so  settled  was  approximately  1,500,000. 
For  this  work  a  Refugee  Settlement  Com¬ 
mission  had  been  established  by  the  Greek 
Government  with  the  approval  of  the  Coun¬ 
cil  of  the  League  of  Nations,  which  was  to 
have  supervision  over  the  operations  of  the 
Commission.  It  consisted  of  two  members 
appointed  by  the  League,  one  of  them  an 
American  citizen  who  was  to  be  the  Chair¬ 
man,  and  two  members  appointed  by  the 
Greek  Government  with  the  approval  of  the 
League.  The  Hon.  Henry  Morgenthau  was 
the  first  Chairman  and  was  succeeded  by 
Mr.  Charles  P.  Howland  of  New  York. 

The  proceeds  of  the  Loan,  after  repay¬ 
ment  of  advances  amounting  to  about  $16,- 
450,000  from  the  Bank  of  England  and  the 
National  Bank  of  Greece  for  the  work  of 
the  Commission,  were  placed  at  the  disposal 
of  the  Commission.  The  Government  under¬ 
took  to  transfer  to  the  Commission,  free  of 
charge,  about  1,250,000  acres  of  land  suit¬ 
able  for  cultivation  and  urban  real  estate, 
the  value  of  which  is  estimated  at  more  than 
848,000,000.  The  Commission  planned  to 
grant  the  lands  to  settlers  on  terms  involv¬ 
ing  repayment  in  semi-annual  installments 
with  interest  over  a  period  of  not  more  than 
fifteen  years,  and  to  make  advances,  from 
the  funds  at  its  disposal,  for  productive 
purposes  on  similar  terms. 


The  Loan  is  the  direct  obligation  of  the 
Greek  Government  and  is  secured  by: 

1.  a  first  charge  on  revenues  to  be  collected  un¬ 
der  the  control  of  the  International  Financial 
Commission. 

[The  revenues  so  pledged  are  the  receipts 
from  monopolies  (i.  e.,  salt,  matches,  playing 
cards  and  cigarette  paper),  tobacco  and  stamp 
duties  in  the  new  territories  of  Greece;  from 
the  customs  at  Canea,  Candia,  Samos,  Chios, 
Mytilene  and  Syra,  and  from  the  alcohol  duty 
in  the  whole  of  Greece.  (The  last  named 
revenue  is  subject,  however,  to  a  contingent 
prior  charge  of  about  $400,000.)] 

2.  A  charge  upon  the  surplus  of  revenues  here¬ 
tofore  assigned  to  the  International  Financial 
Commission  over  requirements  for  the  ser¬ 
vice  of  the  loans  for  which  such  revenues  have 
been  pledged. 

3.  A  first  charge  on  the  property  and  income  of 
the  Refugee  Settlement  Commission. 

[It  was  estimated  that  the  value  of  the 
property  and  assets  of  the  Commission  after 
the  proceeds  of  the  Loan  had  been  applied  as 
planned  would  be  approximately  $94,000,000; 
and  that,  taking  a  period  for  repayment  of 
fifteen  years,  the  receipts  from  repayments 
for  lands  sold,  moneys  advanced  and  rents, 
should,  on  an  equal  annual  installment  basis, 
amount  after  1928  to  not  less  than  $4,700,000 
per  annum,  or  more  than  the  annual  require¬ 
ments  for  the  service  of  the  Loan.  Approxi¬ 
mately  four-fifths  of  this  amount,  it  was  esti¬ 
mated,  would  be  repayments  of  capital,  75 
per  cent  of  which,  or  over  $2,800,000,  was  to 
be  applied  as  an  additional  sinking  fund  for 
redemption  of  bonds  of  this  Loan.] 

The  International  Financial  Commission 
referred  to  above  was  formed  in  1898  to  con¬ 
trol  the  collection  of,  and  to  administer  the 
revenues  for,  the  service  of  Greek  Govern¬ 
ment  Loans.  The  members  of  the  Commis¬ 
sion  are  representatives  of  the  Governments 
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of  Great  Britain,  France  and  Italy.  It  has 
accepted  irrevocably  the  order  of  the  Greek 
Government  to  retain  from  the  revenues 
pledged  for  this  Loan  the  amounts  required 
for  payment  of  interest  and  sinking  fund. 

Since  1898,  Greece  has  passed  through 
two  Balkan  wars  and  the  great  European 
War,  but,  nevertheless,  it  has  consistently 
maintained  payments  under  the  obligations 
of  its  external  debt. 

The  Loan  was  authorized  to  the  amount  of 
£12,300,000,  equal  at  par  of  exchange  to 
about  $59,858,000,  of  which  $11,000,000  w’ere 
offered  in  New  York,  £7,500,000  in  London 
and  £2,500,000  in  Athens.  Bonds  w’ere  is¬ 
sued  pursuant  to  the  Geneva  Protocols  dated 
September  29,  1923  and  September  10,  1924, 
ratified  by  Acts  of  the  Greek  Parliament 
dated  June  7  and  October  24,  1924,  and  the 
Resolution  of  the  Council  of  the  League  of 
Nations,  dated  September  29,  1923  and  Sep¬ 
tember  19,  1924.  The  issue  is  dated  No¬ 
vember  1,  1924,  and  will  mature  November 
1,  1964  through  a  cumulative  sinking  fund 
of  not  less  than  one-half  per  cent  per  annum 
applied  to  redemption  of  bonds  through 
semi-annual  drawings  at  par.  The  Loan  en¬ 
joys  the  benefit  of  an  additional  sinking 
fund,  equal  to  75  per  cent  of  capital  repay¬ 
ments  referred  to  above.  Except  for  the 
sinking  fund,  bonds  may  not  be  called  prior 
to  i\Iay  1,  1936,  on  and  after  which  date  the 
Government  reserves  the  right  to  increase 
the  sinking  fund  or  pay  off  at  par  the  whole 
Loan  on  three  months’  notice. 

second  GREEK 
LOAN 

Early  in  1928  the  Greek  Government  se¬ 
cured  another  loan  to  the  amount  of  $36,- 
811,327,  of  which  $17,000,000  were  offered 
in  the  United  States  and  £4,070,960  (equal 
at  par  of  exchange  to  $19,811,327)  in  Great 
Britain.  Of  the  American  portion,  $2,000,- 
000  are  understood  to  have  been  withdrawn 
for  sale  in  Switzerland,  while  of  the  British 
portion  £700,000  were  said  to  have  been 
placed  in  Sweden  and  Italy. 

This  Loan  is  related  to  an  agreement,  ap¬ 
proved  by  the  Greek  Parliament  and  recom¬ 
mended  by  the  State  and  Treasury  Depart¬ 
ments  of  the  United  States  in  December, 


1927,  which  will  enable  Greece  eventually 
to  pay  back  her  war  indebtedness  to  the 
United  States,  thus  settling  a  long  standing 
controversy. 

Under  the  terms  of  the  agreement,  the 
United  States  Government  wdll  advance  to 
Greece  $12,167,000  to  bear  interest  at  the 
rate  of  four  per  cent  per  annum  and  to  be 
repaid  through  a  sinking  fund  within  twenty 
years.  This  advance  will  be  equally  secured 
with  the  above  bonds  by  a  charge,  subject 
to  existing  charges  and  ranking  in  priority 
to  any  future  charge,  on  revenues  under  the 
control  of  the  International  Financial  Com¬ 
mission.  It  will  be  turned  over  in  its  en¬ 
tirety  to  the  Refugee  Settlement  Commis¬ 
sion  for  refugee  settlement  work  and  ac¬ 
cordingly  should  reduce  the  total  amount 
authorized  to  be  raised  by  the  Greek  Gov¬ 
ernment  under  the  League  of  Nations.  If 
not,  a  further  portion  of  the  second  League 
Loan  equal  to  an  effective  sum  of  812,167,000 
will  have  to  be  raised,  in  addition  to  the 
above  bonds,  to  constitute  the  total  amount 
of  this  Loan. 

The  Loan  is  issued  pursuant  to  the  Gen¬ 
eva  Protocol  signed  September  15,  1927  and 
approved  by  the  Council  of  the  League  of 
Nations  by  resolution  of  the  same  date.  It 
was  ratified  by  the  Decree  Law  of  the  Greek 
Republic  on  November  10,  1927,  signed  by 
the  President  of  the  Republic,  ratified  by 
the  Greek  Parliament  and  published  in  the 
Official  Gazette  on  December  7,  1927. 

The  Loan  constitutes  a  direct  obligation 
of  the  Greek  Government  and  is  secured  by 
a  charge,  subject  to  existing  charges  and 
ranking  in  priority  to  any  future  charge,  on 
revenues  under  the  control  of  the  Interna¬ 
tional  Financial  Commission,  including  re¬ 
ceipts  from  the  salt,  match  and  other  mon¬ 
opolies  and  from  customs,  tobacco,  stamp 
and  alcohol  duties. 

APPLICATION  OF 
PROCEEDS  OF  LOAN 

The  proceeds  of  the  Loan  are  to  be  ap¬ 
plied  for  stabilizing  the  currency,  for  pay¬ 
ing  floating  debt  in  order  that  the  revenues 
of  the  State  may  be  used  to  maintain  a  bal¬ 
anced  budget,  and  for  continuing  the  work 
of  the  Refugee  Settlement  Commission. 
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Greek  currency  has  been  subject  to  rela¬ 
tively  small  fluctuations  in  the  past  year  and 
the  Protocol  provided  for  its  legal  stabiliza¬ 
tion  in  relation  to  gold  within  six  months. 
A  new  Bank  of  Greece  is  to  be  established 
which  will  be  the  only  bank  of  issue,  and 
it  is  planned  that,  on  commencing  business, 
its  reserves  in  gold  and  gold  exchange  will 
be  equal  to  about  fifty  per  cent  of  the  note 
circulation  and  other  demand  liabilities ;  the 
legal  reserve  requirements  will  be  forty  per 
cent. 


The  Loan  is  dated  February  1,  1928  and 
will  mature  February  1,  1968  through  a 
cumulative  sinking  fund  applied  to  semi¬ 
annual  redemption  of  bonds  by  lot  at  par, 
commencing  February  1,  1929.  The  issue 
is  not  subject  to  call  before  August  1,  1938, 
except  for  the  sinking  fund.  The  Greek 
Government,  however,  reserves  the  right  to 
repay  at  par  upon  three  months’  previous 
notice,  on  that  date,  or  on  any  interest  date 
thereafter  (February  1  and  August  1),  all 
or  any  part  of  the  bonds  then  outstanding. 


THE  GERMAN  LOAN 


One  of  the  most  constructive  steps  taken 
to  effect  the  financial  and  economic  rehabili¬ 
tation  of  Europe  was  the  arrangement  for 
the  sale  of  an  international  loan  in  behalf 
of  Germany.  While  not  exactly  sanctioned 
by  or  issued  under  the  auspices  of  the 
League,  it  was  modelled  along  the  lines  of 
the  Austrian  and  Hungarian  Loans  and 
therefore  will  be  discussed  in  this  report. 

The  bonds  were  issued  for  the  purpose  of 
carrying  into  effect  the  plan  of  the  first 
committee  of  experts  appointed  by  the  Rep¬ 
aration  Commission,  for  the  double  purpose 
of  ensuring  currency  stability  in  Germany 
and,  especially,  of  financing  deliveries  in 
kind  during  the  preliminary  period  of  eco¬ 
nomic  rehabilitation.  The  Loan  was  issued 
in  Great  Britain,  France,  Italy,  Switzerland, 
Holland,  Belgium,  Sweden,  Germany  and  the 
United  States  of  America,  in  bonds  of  vari¬ 
ous  currencies,  and  for  an  amount  sufficient 
to  yield  in  the  aggregate  a  net  sum  equiva¬ 
lent,  at  prevailing  rates  of  exchange,  to  ap¬ 
proximately  800,000,000  gold  marks,  or 
about  $190,400,000. 

The  service  of  interest  and  amortization 
of  the  Loan  is: 

1.  A  direct  and  unconditional  obligation  of  the 
German  Government  chargeable  on  all  the 
assets  and  revenues  of  that  Government. 

2.  A  specific  first  charge  on  all  payments  pro¬ 
vided  for  under  the  Dawes  Plan  to,  or  for  the 
account  of,  the  Agent-General  for  Reparation 
Payments,  such  charge  being  prior  to  repara¬ 
tion  and  other  treaty  payments,  which  in  turn 
have  a  specific  precedence  over  the  existing 
German  debt. 


3.  A  first  charge  by  way  of  collateral  on  the 
“controlled  revenues,”  i.  c.,  the  gross  revenues 
of  the  German  Government  derived  from  the 
customs  and  from  the  taxes  on  tobacco,  beer 
and  sugar,  the  net  revenue  of  the  German 
Government  from  the  spirits  monopoly;  and 
such  tax  (if  any)  as  may  hereafter  be  simi¬ 
larly  assigned  by  the  German  Government  in 
accordance  with  the  terms  of  the  final  Pro¬ 
tocol  of  the  London  Conference.  The  “con¬ 
trolled  revenues”  are  estimated  as  amounting 
annually  to  not  less  than  1,000,000,000  gold 
marks  (approximately  $240,000,000).  The 
German  Government  may  not  create  any  fur¬ 
ther  charge  upon  the  controlled  revenues 
ranking  prior  to,  or  equally  with,  the  charge 
created  in  favor  of  the  bonds  of  the  Loan. 

In  the  London  Protocol,  Annex  IV,  Article 
3,  the  Governments  of  Belgium,  Great  Brit¬ 
ain  (with  the  Governments  of  Canada,  Aus¬ 
tralia,  New  Zealand,  South  Africa  and  In¬ 
dia),  France,  Greece,  Italy,  Japan,  Portugal, 
Rumania  and  Jugoslavia,  agreed  as  follows; 

“In  order  to  secure  the  service  of  the  loan  of 
800,000,000  gold  marks  contemplated  by  the  Ex¬ 
perts’  Plan  and  in  order  to  facilitate  the  issue 
of  that  loan  to  the  public,  the  signatory  Govern¬ 
ments  hereby  declare  that,  in  case  sanctions  have 
to  be  imposed  in  consequence  of  a  default  by 
Germany  they  will  safeguard  any  specific  securi¬ 
ties  which  may  be  pledged  to  the  service  of  the 
loan. 

“The  signatory  Governments  further  declare 
that  they  consider  the  service  of  the  loan  as  en¬ 
titled  to  absolute  priority  as  regards  any  re¬ 
sources  of  Germany  so  far  as  such  resources 
may  have  been  subjected  to  a  general  charge  in 
favor  of  the  said  loan,  and  also  as  regards  any 
resources  that  may  arise  as  a  result  of  the  im¬ 
position  of  sanctions.” 


The  Investor  and  League  Loans 


23 


At  the  London  Conference,  the  Allied  Gov¬ 
ernments  adopted  a  resolution  reading  as 
follows : 

“The  Allied  Governments,  desirin^  that  this 
loan  should  be  successfully  raised,  and  contem¬ 
plating  that  the  loan  will  be  a  first  lien  on  the 
security  pledged  thereto,  will  invite  the  central 
banks  in  their  respective  countries  to  use  their 
good  offices  to  facilitate  the  placing  of  the  loan.” 
The  Loan  is  dated  October  15,  1924  and 
will  mature  October  15,  1949,  through  a 


sinking  fund  applied  to  the  purchase  of 
bonds  at  or  below  105  per  cent  and  accrued 
interest,  or,  if  not  so  obtainable,  bonds  are 
to  be  redeemed  by  lot  at  105  per  cent  and 
accrued  interest,  such  accrued  interest  in 
either  case  to  be  paid  otherwise  than  out 
of  the  sinking  fund.  The  sinking  fund  is 
payable  monthly,  commencing  November  15, 
1924,  and  is  sufficient  to  retire  annually  one 
twenty-fifth  of  the  Loan  at  105  per  cent. 


THE  DANZIG  LOAN 


In  April,  1925  a  British  banking  firm 
offered  for  public  subscription  a  loan  of 
£1,500,000  on  behalf  of  the  Municipality  of 
Danzig.  The  Loan  was  sanctioned  by  the 
League  of  Nations  which  appointed  the 
Chairman  of  the  Financial  Committee  of  the 
League  as  Trustee  for  the  bondholders.  The 
bonds  are  due  March  1,  1945  through  a 
cumulative  sinking  fund,  operating  semi¬ 
annually  by  purchase  of  bonds  in  the  open 
market  at,  or  below,  par  and  accrued  in¬ 
terest,  or,  if  not  so  obtainable,  by  drawings 
at  par,  commencing  March  1,  1926.  The 
issue  is  redeemable  at  the  option  of  the 
Municipality  as  a  whole  only  on  March  1, 
1935,  or  on  any  interest  date  thereafter 
(March  1  and  September  1)  at  par  and 
accrued  interest,  on  forty  days’  previous 
notice. 

Bonds  are  direct  obligations  of  the  Muni¬ 


cipality  of  Danzig  and  are  specifically  se¬ 
cured  by  a  first  mortgage  inscribed  in  the 
name  of  the  Trustee  upon : 

(a)  All  lands,  buildings  and  other  property  cap¬ 
able  of  being  mortgaged  pertaining  to  the 
municipal  electric,  gas  and  water  works 
undertakings,  including  all  extensions  to  be 
made  from  the  proceeds  of  this  loan,  subject 
as  regards  the  electric  works  to  an  outstand¬ 
ing  prior  charge  of  $216,549; 

(b)  Certain  freehold  lands  and  buildings  thereon. 
[At  the  time  of  the  contraction  of  the  Loan, 
the  above  properties  described  under  (a) 
were  officially  valued  for  the  Senate  of  the 
Free  City  of  Danzig  at  60,000,000  gulden 
(811,679,600)  and  properties  described  under 
(b)  at  37,785,000  gulden  ($7,359,500).] 

The  Danzig  Loan  is  the  only  issue  spon¬ 
sored  by  the  League  in  which  American 
bankers  and  investors  did  not  participate, 
e.xcept,  perhaps,  indirectly. 


THE  BULGARIAN  LOAN 


The  Bulgarian  Settlement  Loan  amount¬ 
ing  to  $4,500,000  and  £2,400,000  was  author¬ 
ized  and  approved  by  the  Council  of  the 
League  of  Nations  and  was  issued  pursuant 
to  its  Resolution  of  September  7,  1926,  the 
Geneva  Protocol  of  September  8,  1926,  rati¬ 
fied  by  an  Act  of  the  Bulgarian  Parliament 
of  September  30,  1926,  and  an  Act  of  Par¬ 
liament  of  December  16,  1926,  approving 
the  Loan  Contract.  Of  the  total  amount, 
$4,500,000  was  placed  in  the  United  States, 
£1,750,000  in  Great  Britain  and  £650,000  in 
Holland,  Switzerland  and  Italy. 

The  purpose  of  the  Loan  was  to  provide 


funds  for  the  settlement  of  approximately 
120,000  Bulgarian  refugees  from  other 
countries,  for  the  repayment  of  short-term 
indebtedness  incurred  in  anticipation  of  the 
Loan  and  of  about  76,000,000  French  francs 
(about  $3,040,000)  Bulgarian  Treasury 
Bills.  The  proceeds  of  the  Loan,  after  de¬ 
ducting  the  above  repayments  were  to  be 
expended  under  the  direct  control  of  a  Com¬ 
missioner  appointed  by  the  Council  of  the 
League  of  Nations. 

The  Government  of  Bulgaria  has  under¬ 
taken  to  provide  not  less  than  132,000  hec¬ 
tares  (about  326,000  acres)  of  suitable  un- 
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encumbered  land,  to  be  approved  by  the 
Commissioner  for  the  refugees. 

The  Loan  will  be  the  direct  obligation  of 
the  Bulgarian  Government  and  will  be  se¬ 
cured  by  a  first  charge  on  the  following 
revenues : 

(a)  Excise  duty  on  alcohol,  beer,  etc.; 

(b)  Excise  duty  on  salt,  sugar  and  various  im¬ 
ported  commodities; 

(c)  Net  receipts  of  the  match  monopoly; 

(d)  All  payments  made  after  November  1,  1928 
by  settlers  for  rent  or  interest. 

[Sums  received  in  payment  for  land,  build¬ 
ings,  or  material,  or  repayment  of  advances 
are  to  be  added  to  the  sinking  fund  for  the 
Loan.] 

If,  at  any  time,  the  receipts  from  the 
above  revenues  should  fall  below  150  per 
cent  of  the  annual  sum  required  to  meet  the 
service  of  the  Loan,  the  Bulgarian  Govern¬ 
ment  agreed  to  provide  additional  revenues 
(other  than  the  customs),  sufficient  to  in¬ 
sure  total  revenues  equal  to  at  least  150 
per  cent  of  the  service  requirements. 

The  pledged  revenues  are  to  be  paid,  as 
collected,  into  a  special  account,  (with  the 
National  Bank  of  Bulgaria) ,  to  be  controlled 
by  the  Commissioner  and,  after  the  termina¬ 
tion  of  his  functions,  by  Trustees  to  be  ap¬ 
pointed  for  the  bondholders  by  the  Council 
of  the  League  of  Nations.  The  sum  re¬ 


quired  to  meet  the  service  of  the  Loan  will 
be  remitted  to  the  fiscal  agents  in  monthly 
installments  for  the  account  of  the  Trustees. 

By  decision  of  the  Inter-Allied  Commis¬ 
sion,  the  revenues  now  or  hereafter  pledged 
for  the  Loan  are,  or  (as  the  case  may  be) 
will  be,  released  from  the  charge  for  Repa¬ 
ration  payments. 

A  Reserve  Fund,  equal  to  one-half  a  year’s 
service  of  the  Loan,  is  to  be  deposited  with 
the  Trustees  and  any  amount  drawn  there¬ 
from  to  complete  service  requirements  is  to 
be  forthwith  restored. 

The  bonds  are  dated  January  1,  1927  and 
will  matuie  January  1,  1967  through  a 
cumulative  sinking  fund  applied  to  the  pur¬ 
chase  of  bonds  at  or  below  par,  or  if  not  so 
obtainable,  to  semi-annual  redemption  by 
lot  at  par,  commencing  January  1,  1928. 
The  sinking  fund  is  to  be  increased  by  all 
sums  received  after  November  1,  1928  from 
settlers  in  payment  for  land,  buildings  or 
material,  or  repayment  of  advances.  Except 
for  the  sinking  fund,  the  bonds  are  not  sub¬ 
ject  to  call  prior  to  January  1,  1939,  on 
which  date  or  on  any  interest  date  there¬ 
after  (January  1  and  July  1),  the  Bulgarian 
Government  reserves  the  right  to  repay  at 
par  all  or  any  bond  of  the  bonds  then  out¬ 
standing,  upon  not  less  than  six  months’ 
previous  notice. 


THE  ESTONIAN  LOAN 


In  December,  1926,  the  Council  of  the 
League  of  Nations  approved  the  raising  of  a 
loan  by  Estonia  providing  an  effective  net 
sum  of  £1,350,000,  of  which  £1,000,000  w^as 
to  be  transferred  to  the  Bank  of  Estonia  in 
exchange  for  long-term  assets  and  the  bal¬ 
ance  to  be  used  for  the  establishment  of  a 
new  mortgage  institution. 

Under  the  Protocol  signed  at  Geneva  by 
the  Estonian  Minister  of  Finance  on  De¬ 
cember  10,  1926,  and  approved  by  the  Coun¬ 
cil  of  the  League  of  Nations,  the  Loan,  to¬ 
gether  with  a  Loan  issued  originally  at 
£130,000  in  England  in  1926  under  the 
Trade  Facilities  Act,  has  a  first  charge  on 
the  excise  duties  on :  (a)  tobacco;  (b)  beer; 
(c)  matches  and  other  minor  articles. 


The  Protocol  provides  for  the  payment  of 
the  assigned  revenues  into  a  special  account 
to  be  controlled  by  the  Trustee,  who  may 
appeal  any  differences  as  to  the  interpreta¬ 
tion  of  the  Protocol  to  the  Council  of  the 
League  for  final  settlement. 

If,  in  any  quarter  of  the  financial  year, 
the  yield  of  the  assigned  revenues  falls  be¬ 
low  150  per  cent  of  the  amount  required  for 
the  service  of  this  Loan,  the  Trustee  may 
demand  that  additional  revenues  or  assets 
be  assigned.  As  provided  by  the  Protocol, 
the  Estonian  Parliament  passed  laws  for  the 
reform  of  the  Bank  of  Issue  and  a  monetary 
law.  The  Bank  was  to  take  over  the  State 
note  issue  and  the  gold  reserves  held  there 
against  it.  After  these  transfers  and  after 
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receiving  £1,000,000  from  the  proceeds  of 
this  Loan,  the  Bank  would  hold  gold  ex¬ 
change  aggregating  about  58  per  cent  of  its 
notes  and  deposits,  whereas  the  statutes 
prescribe  a  minimum  reserve  of  40  per  cent. 
A  new  currency,  the  Kroon,  has  been  estab¬ 
lished  with  a  gold  par  of  $0,268,  which  was 
on  the  basis  of  the  then  prevailing  exchange 
rate,  at  which  the  Estonian  mark  had  been 
kept  stabilized  since  the  end  of  1924. 


The  Loan  to  Estonia  consisted  of  84,000,- 
000  and  £700,000  offered  simultaneously  in 
the  United  States  and  in  Great  Britain. 
Bonds  are  dated  July  1,  1927  and  will  ma¬ 
ture  July  1,  1967  through  a  cumulative  sink¬ 
ing  fund,  operating  by  purchases  at  or  below 
par  or  by  drawings  at  par.  The  issue  is  re¬ 
deemable  as  a  whole  or  in  part  on  July  1, 
1937,  or  on  any  interest  date  thereafter 
(January  1  and  June  1)  at  par  upon  six 
months’  previous  notice. 


COMPARISON  OF  LEAGUE  OF  NATIONS  AND  OTHER  LOANS 


The  present  study  has  been  prompted 
primarily  by  the  likelihood  that  a  number 
of  foreign  governments  will  in  the  not  dis¬ 
tant  future  contract  loans  under  the  aus¬ 
pices  of  the  League  of  Nations,  and  which 
are  expected  to  be  offered  to  the  investing 
public.  A  detailed  discussion  is  presented 
regarding  the  various  loans  which  have  thus 
far  been  sold  under  the  auspices  of  the 
League.  It  is  important  to  note  that  the 
purpose  of  such  loans  has  in  each  instance 
been  highly  constructive,  marking  definite 
steps  forward  in  the  process  of  world  recon¬ 


struction  which  was  made  necessary  by  the 
cataclysm  of  the  war  and  the  economic  and 
financial  disturbances  which  it  caused. 
Without  League  inspiration,  it  is  doubtful 
whether  Germany’s  reconstruction,  or  Aus¬ 
tria’s  renascence,  or  Hungary’s  recovery,  or 
Bulgaria's  rehabilitation  or  the  restoration 
of  Greece,  Danzig,  and  Estonia  would  have 
been  accomplished  so  promptly.  These  loans 
have  proved  desirable  not  only  from  the 
altruistic  standpoint,  but  also  from  the  point 
of  view  of  profit.  The  subjoined  table 
clearly  illustrates  this  point. 


TABLE  OF  LEAGUE  OF  NATIONS  LOANS 


Amount  Is- 

Value  at 

Yield  at 

Value  at 

Appreeiatioy 

sued — 

Price 

Price 

Recent 

Per  $1,000 

Par  Value 

of  Issue 

of  Issiie 

Price 

bond 

Austria  6s,  1943 §  . 

8126,000,000 

$113,400,000 

8.00% 

§130,410,000 

§135.00 

Bulgaria  7s,  1967  . 

,  16,179,600 

14,885,132 

7.65 

15,047,028 

10.00 

Danzig  7s,  1945  . 

,  7,299,750 

6,569,775 

8.05 

7,044.260 

65.00 

Estonia  7s,  1967  . 

7,406,550 

6,999,190 

7.40 

7,239,060 

1.25* 

Germany  7s,  1949t  . 

,  190,400,000 

175,168,000 

7.70 

205,156,000 

157.50 

Greece  7s,  1964  (1st  Loan) 

59,858,000 

52,675,040 

8.00 

58,885,300 

103.75 

Greece  6s,  1968  (2nd  Loan) 

36,811,327 

33,498,300 

6.65 

32,946,137 

15.00* 

Hungary  7^,2S,  1944  . 

,  50,650,000 

44,318,750 

8.85 

51,789,625 

147.50 

Total  . 

.$494,605,227 

§447,514,187 

7.79% 

§508,517,410 

$123.30 

^Except  for  the  American  and  Austrian  portions  which  bear  interest  p.t  the  rate  of  7  per  cent,  and 
the  French  and  Italian  portions  which  bt  ar  interest  at  the  rate  of  C’i  per  cent,  bonds  carry  a  G  per 
cent  coupon. 

•Denotes  depreciation  per  $1,000  bond. 

tThis  is  not  technically  a  League  loan.  Cf.  p.  22. 


From  the  table  shown  above  it  is  noted 
that  the  aggregate  par  value  of  all  loans 
which  have  so  far  been  underwritten  and 
sold  under  the  auspices  of  the  League  of  Na¬ 
tions  is  $494,605,227;  that  the  value  based 
upon  the  price  of  issue  amounts  to  $447,- 
514,187 ;  that  the  yield  per  bond  at  the  time 
of  issue  averaged  7.79  per  cent;  and  that 
the  value  of  the  bonds  on  the  basis  of  recent 


quotations  approximates  $508,517,410.  In 
other  w’ords,  if  the  investor  had  purchased 
one  $1,000  bond  of  every  League  loan  which 
has  thus  far  been  sold,  he  would,  in  addition 
to  receiving  a  very  liberal  return  on  his  in¬ 
vestment,  averaging  7.79  per  cent,  have  an 
appreciation  in  his  principal  amounting  to 
$123.30  per  bond.  The  profit  was  most 
marked  in  the  case  of  the  German  loan 
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amounting  to  S157.50  per  bond;  the  Hun¬ 
garians  are  next  in  order  with  an  apprecia¬ 
tion  of  S147.50,  followed  by  the  Austrians 
with  S135.00,  the  first  Greek  Loan  with 
$103.75,  the  Danzig  Loan  with  865.00  and 
the  Bulgarians  with  $10  per  bond.  Only 
two  loans  show  slight  losses,  viz.,  the  Es¬ 


tonians  and  the  second  Greek  issue,  aggre¬ 
gating  $1.25  and  $15  per  bond,  respectively. 

The  following  table  is  valuable  as  a  means 
of  comparison,  presenting  as  it  does  the 
salient  features  pertaining  to  loans  which 
have  been  sold  on  behalf  of  a  number  of 
European  countries,  independently  of  the 
League  of  Nations. 


TABLE  OF  NON-LEAGUE  LOANS 


Amount  Issued 

Value  at 

Yield  at 

Value  at 

Appreciation 

Par  Value 

Issue  Price 

Price  of 

Recent 

per  $1,000 

Issue 

Price 

bond 

Czechoslovakia  8s,  1051  .... 

. $  30,074,000 

$  29,022,410 

8.30'rc 

8  33,081,400 

8135.00 

Czechoslovakia  8s,  1052  .... 

.  19,233,500 

18,560,325 

8.30 

21,156,850 

135.00 

Czechoslovakia  7 Vis,  1045 

.  25,000,000 

24,000,000 

8.00 

26,250,000* 

90.00 

Jugoslavia  8s,  1962  . 

.  15,200,000 

14,563,750 

8.40 

15,200,000 

45.00 

Jugoslavia  7s,  1962  . 

.  30,000.000 

27,750,000 

7.60 

27,000,000 

25.00t 

Poland  63,  1940  . 

.  23,075,750 

23,075,750 

6.00 

19,845,145 

140.00t 

Poland  8s,  1950  . 

.  35,000,000 

31,350,000 

8.53 

35,175,000 

55.00 

Poland  7s,  1947  . 

.  71,740,000 

66,000,800 

7.86 

64,566,000 

20.00t 

Rumania  4s,  1942  . 

.  12,175,000 

8,157,250 

7.12 

8,522,-500 

30.00 

8261,498,250 

8232,480,285 

7.79Vc 

8250,796,895 

8  78.80 

tD.-notcs  lo“s  ppr  bun  1. 

•\'aluo  based  upon  redemption  price  of  If',"  at  tvhirh  fi.curo  bonds  wore  rocontly  rep.aid. 


It  will  be  noted  that  of  the  League  of  Na¬ 
tions  loans,  only  two  issues  were  offered  to 
yield  in  excess  of  8  per  cent,  two  loans  to 
yield  8  per  cent,  three  loans  to  yield  more 
than  7  per  cent  and  one  at  a  price  to  yield 
6.65  per  cent.  The  issues  which  have  not 
been  sold  under  the  auspices  of  the  League 
appear  to  have  been  considerably  more  ex¬ 
pensive  to  the  borrowing  Governments  than 
League  loans,  as  may  be  readily  gathered 
from  the  above  table.  Four  of  these  loans 
were  placed  on  the  market  at  prices  yield¬ 
ing  well  over  8  per  cent,  one  issue  was  sold 
on  an  8  per  cent  basis,  three  on  a  more  than 
a  7  per  cent  basis,  and  one  on  a  6  per  cent 
basis.  The  relatively  low  return  on  the  last 
named  issue  is  attributable  to  the  fact  that 
the  bonds  were  at  first  privately  placed  and 
that  there  was  at  the  beginning  practically 
no  m.arket  for  the  loan. 

Although  the  average  return  of  League 
loans  on  the  basis  of  the  price  of  offering 
is  exactly  the  same  as  on  loans  not  sold  un¬ 


der  the  auspices  of  the  League,  namely  7.79 
per  cent,  the  appreciation  per  $1,000  bond 
on  the  basis  of  recent  quotations  averages 
$78.80,  whereas  the  average  profit  per 
81,000  bond  of  League  issues  is  $123.30.  It 
is  also  worth  noting  that  the  net  appre¬ 
ciation  per  bond  of  $1,000  denomination, 
ranges  from  $10.00  to  $157.50  in  the  case 
of  League  loans,  whereas  the  maximum  ap¬ 
preciation  per  bond  not  sold  under  the  aus¬ 
pices  of  the  League  is  8140.00,  the  minimum 
profit  being  $30.00  per  bond.  Whereas  only 
two  League  loans  show  losses  in  principal 
of  $1.25  and  $15.00  per  bond,  the  losses 
registered  in  case  of  non-League  issues 
range  from  820.00  to  as  high  as  $140.00  per 
bond  of  $1,000. 

On  the  basis  of  the  foregoing  analysis  it 
is  obvious  that  League  loans  which  have 
thus  far  been  sold  have  proved  highly  bene¬ 
ficial  not  only  to  the  borrowing  countries 
but  also  to  those  who  have  placed  their 
funds  in  loans  sponsored  by  the  League  of 
Nations. 
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)  The  Administration  of  the  Department  of  State 

INTRODUCTION 


The  Department  of  State  and  its  “field 
force,”  the  Foreign  Service,  provide  the 
official  contact  between  the  United  States 
and  other  governments  of  the  world.  It 
supplies  the  expert  advice  and  information 
on  which  important  decisions  affecting  our 
relations  with  other  nations  are  based.  By 
its  handling  of  critical  situations  it  may 
decide  the  issue  of  peace  or  war. 

The  proper  functioning  of  the  Depart¬ 
ment  of  State  should,  therefore,  constitute 
a  first  charge  on  the  political  consciousness 
as  well  as  the  purse  strings  of  the  Ameri¬ 
can  people.  If  the  State  Department  is  not 
properly  organized,  if  it  is  not  staffed  with 
officers  of  ability,  if  it  is  not  provided  with 
appropriations  large  enough  to  enable  it  to 
function  as  it  should,  it  constitutes  a  danger 
of  vital  concern  to  the  American  people. 

The  State  Department  has  suffered  from 
a  number  of  disabilities  in  recent  years. 
According  to  its  own  spokesman  the  annual 
State  Department  appropriations  have  not 
been  nearly  large  enough  to  meet  its  needs. 
While  acting  entirely  within  its  Constitu¬ 
tional  rights  and  in  the  interest  of  economy 
the  Bureau  of  the  Budget  has  pared  down 
the  State  Department  estimates  and,  ac¬ 
cording  to  the  Department,  has  seriously 
hampered  the  executive  operations  of  both 
the  field  force  and  the  staff  in  Washington. 

Increased  appropriations  are  needed  at 
once  for  additional  Foreign  Service  officers 
and  clerks  in  the  missions  and  consulates; 
for  replacement  of  Foreign  Service  officers 
detailed  in  Washington;  for  post  and  rent 
allowances  of  Foreign  Service  officers  as¬ 
signed  to  countries  where  the  cost  of  living 
is  high;  for  transportation  of  Foreign  Ser¬ 
vice  officers  to  and  from  their  posts;  for 
additions  to  the  permanent  staff  in  Wash¬ 
ington  ;  for  promotions  and  reallocations 
which  have  been  held  up  for  lack  of  funds; 
for  the  creation  of  new  divisions  in  the  De¬ 
partment  ;  for  the  printing  of  State  Depart¬ 
ment  publications,  and  for  many  other  im¬ 
portant  services. 

But  the  State  Department  is  also  suffer¬ 
ing  from  other  disabilities  which  arise  in 
large  part  from  unsatisfactory  organization, 
and  a  faulty  administrative  system.  In  the 


first  place,  the  Department  has  not  been 
able  to  build  up  its  professional  service  in 
Washington.  It  has  been  hampered  in  ap¬ 
pointing  the  kind  of  experts  it  needs  in  the 
important  political,  economic  and  legal  divi¬ 
sions  by  the  low  scale  of  salaries  provided 
for  professional  positions  in  the  government 
service.  As  the  State  Department  operates 
under  laws  governing  all  the  other  execu¬ 
tive  departments  in  Washington,  it  was  not 
affected  by  the  Rogers  Act  of  1924,  which 
reorganized  the  Foreign  Service.  Prior  to 
July  1,  1928,  when  the  salary  schedules  in 
the  classified  service  were  revised,  the 
highest  salary  paid  for  a  professional  posi¬ 
tion  in  the  State  Department  was  ?6,000. 
Under  the  new  schedule  it  is  $8,000.  The 
classification  system  as  administered  by  the 
Personnel  Classification  Board,  which  has 
jurisdiction  over  all  the  other  executive 
departments,  has  increased  the  difficulty  of 
filling  professional  positions.  Many  posi¬ 
tions  in  the  State  Department  have  not  been 
properly  graded,  and  promotions  have  been 
denied  by  the  Classification  Board.  Many 
more  promotions  have  been  held  up  by  the 
Department  for  lack  of  funds  to  pay  the  in¬ 
creased  salary.  This,  in  effect,  has  deprived 
State  Department  officers  and  employees  of 
salaries  to  which  they  are  entitled  by  law. 
Largely  as  a  result  of  its  inability  to  pay 
higher  salaries  or  to  grant  promotions  when 
justified,  the  State  Department  has  lost  the 
services  of  many  of  its  best  officers  and  em¬ 
ployees  through  resignations.  During  1927- 
28,  138  State  Department  employees,  repre¬ 
senting  23  per  cent  of  the  entire  personnel, 
resigned  or  left  the  Department. 

The  State  Department  itself,  however, 
has  adopted  no  system  for  selecting  officers 
for  its  professional  service.  While  appoint¬ 
ments  to  the  Foreign  Service  are  made  on 
the  basis  of  written  and  oral  examinations, 
and  competitive  examinations  are  held  by 
the  Civil  Service  Commission  for  most  other 
government  positions,  appointments  to  the 
higher  professional  positions  in  the  State 
Department  have  been  made  without  any 
examination  whatever. 

To  fill  professional  positions  for  which 
it  could  not  find  competent  experts,  the  State 
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Department  has  resorted  to  the  expedient 
of  assigning  Foreign  Service  officers  to 
Washington.  These  officers,  who  were  ori¬ 
ginally  appointed  for  service  in  the  field, 
are  permitted  by  law  to  remain  only  four 
years  in  Washington,  with  the  result  that 
there  is  a  high  rate  of  turnover  in  important 
positions  in  the  Department.  Furthermore, 
the  salaries  of  Foreign  Service  officers  are 
higher  than  those  paid  in  the  Department 
so  that  frequently  the  assistant  chief  of  a 
division,  who  is  a  Foreign  Service  officer, 
receives  more  than  his  chief  who  is  a  State 
Department  officer.  Even  under  the  new 
salary  schedules  for  the  District  of  Colum¬ 
bia  the  four  Assistant  Secretaries  of  State 
receive  the  same  compensation  as  Foreign 
Service  officers  who  are  assigned  to  subordi¬ 
nate  positions  in  the  Department. 

These  Foreign  Service  officers  are  ur¬ 
gently  needed  for  duty  in  the  field.  In  1928, 
fifty-one  Foreign  Service  officers  were  as¬ 
signed  to  the  Department  when  both 
branches  of  the  Foreign  Service  needed  122 
additional  career  men  to  take  over  con¬ 
sulates  now  in  charge  of  clerks,  or  to 
strengthen  missions  which  are  under¬ 
manned.  At  the  present  time  thirty-one 
American  consulates  are  in  charge  of  clerks. 

Responsibility  for  the  proper  organization 
and  functioning  of  the  State  Department  is 
divided  between  Congress  and  the  Depart¬ 
ment  itself.  The  Department,  through  its 
executive  head  or  through  the  President,  is 
expected  to  inform  Congress  of  its  needs, 
while  Congress  is  charged  with  the  duty  of 
enacting  any  legislation  when  necessary  and 
the  appropriation  of  funds  required  by  the 
Department  for  its  efficient  administration. 

While  the  Bureau  of  the  Budget  has  con¬ 
sistently  cut  dow'n  the  preliminary  estimates 
of  the  State  Department,  and  Congress  has 
usually  voted  only  those  funds  approved  by 
the  Budget,  at  no  time  during  the  past  five 
or  six  years  has  the  State  Department  itself 
requested  the  full  amount  which  it  would 
require  to  function  as  it  should.  The  only 
substantial  increase  in  appropriations  re¬ 
quested  by  the  State  Department  during  this 
period  w’as  made  a  few  months  ago  when 
the  estimates  for  1930  were  sent  to  the  Bud¬ 
get  Bureau.  These  called  for  an  increase 
from  $14,648,000  appropriated  for  1929,  to 


$17,360,000  for  1930.  With  the  exception  i 
of  approximately  $250,000,  the  entire  in-  ' 
crease  was  disallowed  by  the  Bureau  of  the 
Budget.  The  Department’s  preliminary 
estimate,  however,  had  only  provided  for  its 
minimum  requirements,  and  the  most  urgent 
needs  of  the  Foreign  Service. 

Thus,  while  the  State  Department  has  re¬ 
quested  increases  for  many  particular  items, 
it  has  never  presented  a  statement  of  its 
maximum  needs  to  the  Budget  or  to  Con¬ 
gress.  Although  the  Rogers  Act  specifically 
authorized  “representation”  allowances  for 
ministers  and  ambassadors  to  compensate 
them  for  the  heavy  expenses  incurred  in 
their  official  capacity,  the  State  Department 
has  never  requested  an  appropriation  for 
this  purpose.  Practically  every  other  im¬ 
portant  power  grants  such  allowances.  The 
British  Government  provides  its  Ambassador 
in  Washington  with  $67,500  in  addition  to 
his  salary.  Adequate  funds  have  never 
been  requested  to  provide  Foreign  Service 
officers  with  post  and  rent  allowances.  A 
number  of  Foreign  Service  officers  have  re¬ 
signed  from  the  service  because  of  inability  \ 
to  live  on  their  salaries. 

The  State  Department  has  not,  moreover, 
undertaken  a  thorough-going  survey  of  its 
needs  in  recent  years,  or  come  forward  with 
a  general  plan  embodying  its  own  ideas  with 
regard  to  reorganization.  It  has  not  placed 
the  full  responsibility  for  the  administration 
of  the  Department  and  the  Foreign  Service 
as  a  whole  in  the  hands  of  any  single  officer 
of  high  rank.  As  a  result  administrative 
reforms  have  been  neglected  and  the  De¬ 
partment  has  not  taken  the  initiative  in 
bringing  about  its  own  internal  reorganiza¬ 
tion. 

While  increased  appropriations  for  the 
State  Department  and  Foreign  Service  are 
clearly  needed,  the  granting  of  these  funds 
will  still  leave  unsettled  the  more  important 
problems  of  organization.  Some  answer  to 
these  problems,  which  involve  the  basic 
question  of  whether  the  State  Department 
should  remain  a  part  of  the  executive  es¬ 
tablishment  in  Washington  or  whether  it 
should  be  amalgamated  with  the  Foreign 
Service  to  form  a  unified  Service  of  Foreign 
Relations,  must  come  from  the  Department 
and  from  Congress. 
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IMPORTANCE  OF  DEPARTMENT  OF  STATE 


Under  the  American  system  of  govern¬ 
ment  the  President  is  responsible  for  the 
conduct  of  foreign  affairs.  He  it  is  who 
determines  policy  and  directs  negotiations 
with  foreign  governments.  Congress  re¬ 
tains  the  sole  authority  to  declare  war,  and 
the  Senate,  through  its  power  to  advise  and 
consent  in  the  ratification  of  treaties,  may 
exercise  an  absolute  veto  on  international 
agreements  proposed  by  the  Executive.  But 
these  powers  are  essentially  negative,  and 
the  President  retains  an  unfettered  in¬ 
itiative  in  all  dealings  with  foreign  powers. 

The  Department  of  State  is  the  agency 
through  which  the  President  acts  in  deal¬ 
ing  with  foreign  affairs.  The  information 
and  the  expert  advice  on  which  important 
policies  are  based  is  supplied  by  the  Secre¬ 
tary  of  State  through  the  permanent  offi¬ 
cers  serving  in  the  Department  at  Wash¬ 
ington  and  in  the  missions  abroad.  While 
the  final  action  to  be  taken  in  a  diplomatic 
crisis  may  be  determined  by  the  President, 
the  preliminary  steps  which  lead  up  to  the 
crisis,  the  facts  upon  which  the  action  is 
based,  the  manner  in  which  it  is  carried 
out,  are  determined  in  large  part  by  the  per¬ 
manent  State  Department  staff  and  the 
Foreign  Service  officers  in  the  field. 

The  duties  performed  by  this  permanent 
staff  and  the  influence  which  it  exerts  on 
policy  formation  have  increased  in  recent 
years  with  the  growth  of  America’s  interest 
in  world  affairs.  Weakness  in  no  other 
branch  of  the  government  is  comparable  in 
its  effect  on  the  country  as  a  whole  with 
weakness  in  the  department  responsible  for 
foreign  relations.  For  in  the  last  analysis 
a  foreign  office  may  by  its  conduct  create 
situations  which  lead  to  war  or  peace. 

It  was  not  until  relatively  recent  times, 
however,  that  the  organization  or  machinery 
of  the  Department  of  State  became  a 
matter  of  vital  importance.  For  almost  a 
hundred  years  after  the  creation  of  the 
Department  in  1789  it  was  possible  for  the 
Secretary  of  State  to  carry  on  the  necessary 
negotiations  with  foreign  governments  al¬ 
most  single-handed.  Under  Thomas  Jeffer¬ 
son,  the  first  Secretary  of  State,  the  entire 
personnel  of  the  Department  consisted  of 


four  clerks,  one  French  interpreter  and 
two  messengers.^  Jefferson  estimated  his 
total  annual  expenditures  at  $8,061.  As  late 
as  1862  the  State  Department  was  staffed 
by  four  officers,  under  the  Secretary,  and 
twenty-two  clerks.  The  Secretary  himself 
and  the  President  were  able  to  give  their 
personal  attention  to  almost  every  negotia¬ 
tion  with  a  foreign  power,  and  until  well 
toward  the  end  of  the  ninteenth  century 
ambassadors  and  ministers  were  permitted 
wide  latitude  in  interpreting  and  carrying 
out  the  policies  of  the  government.  When 
Townsend  Harris  went  to  Japan  in  1856  to 
negotiate  our  first  treaty  with  that  coun¬ 
try,  he  received  only  two  general  instruc¬ 
tions  from  the  Secretary  of  State,  although 
he  remained  abroad  for  more  than  two 
years. 

This  situation  prevailed  throughout  the 
long  period  of  isolation  which  followed  the 
War  of  1812.  It  came  to  an  abrupt  end 
when  the  United  States  emerged  from  the 
Spanish-American  War  a  world  power  with 
new  international  commitments  and  in¬ 
creased  responsibilities  in  all  parts  of  the 
world.  The  need  for  a  well-organized  and 
efficient  permanent  staff  in  the  State  De¬ 
partment  and  in  the  field  became  quickly 
apparent,  and  increased  in  importance  as 
the  United  States  became  more  and  more 
concerned  in  world  affairs. 

Recognition  of  this  need  was  reflected  in 
a  series  of  measures  which  culminated  in 
the  Rogers  Act  of  May  24,  1924,  for  the 
reorganization  of  the  Foreign  Service. 
That  attention  was  centered  on  the  needs  of 
the  Foreign  Service  rather  than  on  those 
of  the  State  Department  and  the  field  force 
as  a  whole  was  largely  due  to  the  fact  that 
the  American  business  and  commercial 
groups  who  lent  their  support  to  these 
measures  were  concerned  primarily  with 
the  abuses  which  had  affected  the  Foreign 
Service  branch  and  which  directly  concerned 
their  own  interests. 

With  the  passage  of  the  Rogers  Act  it 
was  widely  assumed  that  the  needs  of  the 
State  Department  had  been  attended  to 
once  and  for  all,  that  the  introduction  of 


1.  Hunt,  The  History  o/  the  Departmer^t  of  State,  p.  148-4>. 
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hij^her  salaries  and  consolidation  of  the 
“merit  system”  had  wiped  out  all  the  old 
abuses  and  that  the  whole  machinery  for  the 
conduct  of  our  foreign  affairs  had  been  fin¬ 
ally  placed  on  a  sound  and  permanent 
basis.  But  the  Foreign  Service  is  not  the 
Department  of  State  and  the  Rogers  Act  did 
not  reorganize  the  State  Department.  While 
the  functions  of  each  are  directed  to  the 
same  end,  and  their  activities  complement 
each  other,  the  State  Department  forms  a 


part  of  the  executive  establishment  in  Wash¬ 
ington  while  the  Foreign  Service  is  a  sepa¬ 
rate  organization  created  by  special  act  of 
Congress.  Thus  the  salaries  paid  State 
Department  officers  and  employees  are 
governed  by  a  general  act-  applying  uni¬ 
formly  to  the  executive  departments,  while 
the  salaries  and  grades  of  Foreign  Service 
officers  are  regulated  by  a  separate  and  dis¬ 
tinct  law,  applying  solely  to  the  Foreign 
Service. 


THE  ROGERS  ACT 


The  importance  and  value  of  the  changes 
brought  about  by  the  Rogers  Act  cannot  be 
overestimated.  Virtually  up  until  1906  the 
Diplomatic  and  Consular  Services  had  been 
staffed  by  political  appointees  subject  to 
little  or  no  regulation.  The  abuses  of  the 
“spoils  system”  were  notorious,  and  while 
several  Presidents  had  attempted  reforms 
none  had  been  able  to  make  them  entirely 
effective.  President  Roosevelt  achieved  a 
striking  victory  in  1906  when  he  promul¬ 
gated  regulations  by  executive  order,  plac¬ 
ing  the  administration  of  the  Consular 
Service  on  a  non-partisan  basis.  President 
Taft  enforced  this  order  and  applied  similar 
regulations  to  the  Diplomatic  Service  in 
1909,  and  in  1915  Congress  finally  embodied 
these  reforms  in  law.  But  it  was  not  until 
the  passage  of  the  Rogers  Act  in  1924  that 
the  basis  for  a  really  effective  and  demo¬ 
cratic  Foreign  Service  was  established. 


The  Act  of  May  24,  1924  embodied  four 
major  principles  of  reform: 

1.  It  provided  for  a  new  and  uniform  salary 
scale  with  a  view  to  eliminating  the  necessity 
for  private  incomes  and  making  it  possible  to 
select  candidates  on  the  basis  of  ability  alone. 

2,  It  combined  the  Diplomatic  and  Consular 
Services  into  a  single  Foreign  Service  on  an 
interchangeable  basis. 

3.  It  provided  for  the  granting  of  representa¬ 
tion  allowances. 

4,  It  provided  for  the  adoption  of  a  retire¬ 
ment  and  disability  system  as  a  means  of  main¬ 
taining  a  high  standai’d  of  efficiency  under  the 
merit  system. 

Under  these  four  main  principles  many 
specific  changes  and  improvements  in  the 
system  were  brought  about.  The  new  sal¬ 
ary  scale  ranged  from  $1,500  (in  actual 
practice  $2,500)  to  $9,000,  subject  to  the 
following  percentage  limitation  by  classes: 


Class  1  (limited  to  6%  of  the  total  number  of  officers  in  the  service) . $9,000 

Class  2  “  “  7%  “  “  “  “  “  “  “  “  “  8,000 

Class  3  “  “  8%  “  “  “  “  “  “  “  “  “  7,000 

Class  4  “  “  9%  “  “  “  “  “  “  “  “  “  6,000 

Class  5  “  “  10%  “  “  “  . .  “  “  .  5,000 

Class  6  “  “  14%  “  “  “  “  “  “  “  “  “  4,500 

Class  7  (unlimited)  .  4,000 

Class  8  “  .  3,500 

Class  9  “  .  3,000 

Unclassified  . . . 1,500 — 3,000 


The  Foreign  Service  today  consists  of 
approximately  660  career  officers  who  are 
serving  in  either  the  Diplomatic  or  the 
Consular  branch.  Outside  the  career  ser¬ 
vice  there  are  15  ambassadors  and  min¬ 
isters,  appointed  by  the  President  with  the 
advice  and  consent  of  the  Senate,®  and  a 
clerical  force  of  more  than  1,700  employees. 

2.  The  act  of  March  4.  1923,  entitled  An  act  to  provide 
for  the  classification  of  civilian  positions  within  the  District 
of  Columbia  and  in  the  field  services. 

3.  Twenty-two  of  the  present  ambassadors  and  ministers 
have  been  promoted  from  the  career  service. 


THE  DEPARTMENT 
IN  WASHINGTON 

The  Department  of  State  in  Washington 
was  not  included  in  the  reorganization 
brought  about  by  the  Rogers  Act.  The  per¬ 
manent  State  Department  staff,  which  num¬ 
bers  just  under  600  officers  and  clerks, 
forms  an  integral  part  of  the  executive 
branch  of  the  Federal  Government,  and  as 
such  is  subject  to  the  regulations  of  cen¬ 
tral  agencies  set  up  for  the  purpose  of 
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handling  personnel  matters  relating  to  the 
500,000  civilian  employees  in  the  government 
service  throughout  the  United  States.  Mosc 
of  the  personnel  problems  of  the  State  De¬ 
partment,  therefore,  are  shared  in  common 
with  all  the  other  executive  establishments, 
and  cannot  readily  be  solved  independently. 

No  less  than  seven  separate  agencies  have 
a  larger  or  smaller  part  in  handling  per¬ 
sonnel  matters  relating  to  civilian  em¬ 
ployees  of  the  government,  five  of  which 
directly  affect  the  State  Department.  These 
are: 

1.  The  Civil  Service  Commission. 

2.  The  Bureau  of  Efficiency,  which  was  ori¬ 
ginally  set  up  as  a  division  of  the  Civil  Service 
Commission,  but  was  given  an  independent 
status  by  a  rider  on  an  appropriation  act  in 
1914.  Its  original  work  was  to  develop  and 
install  a  system  of  efficiency  ratings  for  advance¬ 
ment  and  promotion  of  Civil  Service  employees. 
The  Bureau  has  never  been  authorized  by  a 
substantive  law,  and  has  not  yet  succeeded  in 
devising  a  satisfactory  efficiency  rating  plan. 


3.  The  Personnel  Classification  Board,  created 
by  the  Classification  Act  of  1923,  the  duties  of 
which  are  reviewed  below. 

4.  The  Bureau  of  the  Budget,  created  under 
the  Budget  and  Accounting  Act  of  1921,  which 
in  approving  appropriation  estimates  of  the 
various  departments  has  wide  powers  with  regard 
to  rates  of  pay  for  individuals  and  the  kinds 
of  positions  to  be  authorized. 

5.  The  Comptroller  General,  who  directs  the 
auditing  and  checking  of  payments  for  personal 
services  and  who  is  authorized  to  hand  down 
rulings  with  regard  to  the  interpretation  of 
legislation  dealing  with  rates  of  pay  and  the 
manner  of  making  payments. 

The  failure  of  the  Government  to  consoli¬ 
date  these  different  independent  agencies 
under  one  department  responsible  for  all 
matters  relating  to  the  employment  and 
compensation  of  Federal  employees  has 
created  many  difficulties,  some  of  which  are 
illustrated  in  the  experience  of  the  Depart¬ 
ment  of  State. 


THE  CLASSIFICATION  ACT 


The  compensation  of  the  State  Depart¬ 
ment  staff  in  Washington  is  regulated  by  a 
general  law  known  as  the  Classification  Act 
of  1923.‘‘  The  act  contains  skeleton  classi¬ 
fication  and  compensation  plans  for  some 
three-fourths  of  the  positions  in  the  District 
of  Columbia,  about  45,000  in  number.  It 
sets  up  five  services,  the  Professional  and 
Scientific,  the  Sub-Professional,  the  Clerical, 
Administrative  and  Fiscal,  the  Custodial 
and  the  Clerical-Mechanical.  In  each  ser¬ 
vice  there  are  a  number  of  grades  with 
rates  of  compensation  for  each  grade.  The 
act  provides  that  Grade  1  of  the  Profes¬ 
sional  and  Scientific  Service,  for  example, 
“shall  include  all  classes  of  positions,  the 
duties  of  which  are  to  perform,  routine,  ad¬ 
visory,  administrative,  or  research  work 
v.  hich  is  based  on  the  established  principle 
of  a  profession  or  science  .  .  and  estab¬ 
lishes  annual  rates  of  compensation  at 
Sl,860,  $1,920,  $2,000,  $2,100,  $2,200, 

$2,300  and  $2,400.  Similarly,  for  each 
service,  each  of  the  grades  is  defined  and 
a  schedule  of  compensation  is  prescribed. 


t.  act  to  jirovidc  for  the  damnification  of  cirilian  posi¬ 

tions  ill  the  District  of  Columbia  and  in  the  field  serviecs. 
I’ublic  No.  51IJ — 67th  Congress. 


The  scale  of  salaries  established  by  Con¬ 
gress  in  the  1923  act  was  as  follows  in  the 
three  most  important  services:^ 


Grade  1 
Grade  2 
Grade  3 
Grade  4 
Grade  5 
Grade  6 


Professional  and  Scientific 

. $1,860-2,400 

.  2,400-3,000 

.  3,000-3,600 

.  3,800-5,000 

.  5,200-6,000 

.  6,000-7,500 


Grade  7  Special — compensation  set  by  Congress. 


Grade  1 
Grade  2 
Grade  3 
Grade  4 
Grade  5 
Grade  6 
Grade  7 
Grade  8 


Sub-Professional  Service 

. $  900-1,260 

.  1,140-1,500 

.  1,320-1,680 

.  1,500-1,860 

.  1,080-2,040 

.  1,860-2,400 

.  2,100-2,700 

.  2,400-3,000 


Clerical,  Administrative  and  Fiscal 

Grade  1  . $1,140-1,500 

Grade  2  .  1,320-1,680 

Grade  3  .  1,500-1,860 

Grade  4  .  1,680-2,040 

Grade  5  .  1,860-2,400 

Grade  6  .  2,100-2,700 

Grade  7  .  2,400-3,000 

Grade  8  .  2,700-3.300 

Grade  9  .  3,000-3,600 

Grade  10  .  3,300-3,900 

Grade  11  .  3,800-5,000 

Grade  12  .  5,200-6,000 

Grade  13  .  6,000-7,500 

Grade  14  Special — compensation  set  by  Congress. 


5.  The  salary  steps  within  each  grade  are  omitted. 
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THE  PERSONNEL  CLASSIFICATION  BOARD 


The  Department  of  State,  like  the  other 
executive  departments,  has  no  authority  to 
request  higher  salaries  for  its  officers  than 
those  which  are  established  in  the  law,  un¬ 
less  Congress  passes  a  special  act  removing 
certain  positions  from  the  classified  service. 
The  only  discretion  which  the  Department 
has  over  the  salaries  paid  is  in  the  alloca¬ 
tion  of  positions  to  the  different  grades  and 
promotions  within  the  grades.  Under  the 
provision  of  the  act  the  head  of  each  de¬ 
partment  is  given  authority  to  assign  all 
positions  in  his  department  to  their  proper 
grades  in  the  different  services.  These 
assignments  are  subject  to  review,  however, 
by  the  Personnel  Classification  Board.  This 
is  an  ex  officio  body  composed  of  the  Director 
of  the  Bureau  of  the  Budget  or  an  alternate 
from  the  Bureau  named  by  the  Director;  a 
member  of  the  Civil  Service  Commission  or 
an  alternate  designated  by  the  Commission; 
and  the  Chief  of  the  Bureau  of  Efficiency  or 
an  alternate  designated  by  the  Commission. 
Since  its  inception  the  Board  has  been  com¬ 
posed  of  alternates  selected  by  the  three 
agencies. 

The  Personnel  Classification  Board  was 
given  authority  to  administer  the  1923  act. 
Among  other  things  it  was  to  prepare  and 
publish  an  adequate  statement  showing  the 
duties  and  responsibilities  for  each  class 
of  positions  in  the  District  of  Columbia, 
illustrated  when  necessary  by  examples  of 
typical  tasks,  stating  the  minimum  qualifi¬ 
cations  required  and  establishing  titles. 
The  act  itself  did  not  describe  the  actual 
types  of  positions  to  be  allocated  to  the 
several  grades  and  classes,  but  contemplated 
a  systematic  and  detailed  list  of  “class  speci¬ 
fications”  to  be  drawn  up  by  the  Board.  The 
Board  was  given  power  to  make  all  necessary 
rules  and  regulations  not  inconsistent  with 
the  Classification  Act,  to  approve  or  disallow 
allocations  requested  by  the  departments,  to 
hear  appeals  of  employees  who  feel  they  are 
not  properly  classified  and  to  review  and 
revise  the  system  of  efficiency  ratings  under 
which  promotions  or  demotions  may  be 
made. 

The  Personnel  Classification  Board,  how¬ 
ever,  has  never  effectively  carried  out  the 
task  assigned  it  by  Congress  and  has  failed 
to  provide  a  new  and  complete  list  of  class 


specifications  for  the  guidance  of  depart¬ 
ment  heads  in  making  assignments  to  classes 
under  the  act.  The  only  list  which  has  been 
used  in  the  District  of  Columbia  since  1924 
is  based  on  schedules  of  the  Bureau  of  Effi¬ 
ciency  prepared  prior  to  the  passage  of 
the  law.  The  schedules  were  rejected 
by  Congress  when  the  new  act  was  passed 
and  are  inadequate  in  many  respects.  The 
decision  not  to  prepare  new  schedules  was 
made  over  the  objection  of  the  representa¬ 
tive  of  the  Civil  Service  Commission  on  the 
Personnel  Classification  Board,  who  in  1923 
presented  a  memorandum  dissenting  from 
the  decision  of  the  majority.® 

As  a  result  of  this  decision  the  heads  of 
the  different  departments  in  Washington, 
including  the  State  Department,  were  told 
to  make  allocations  of  positions  not  to 
classes  or  even  to  the  salary  schedules  con¬ 
tained  in  the  Personnel  Classification  Act, 
but  to  the  old  schedules  of  the  Bureau  of 
Efficiency.  Almost  the  only  use  of  the 
Classification  Act  was  to  state  in  which  of 
the  five  broad  services  the  position  was  to 
fall. 

The  effect  of  the  Board’s  action  was  to 
make  it  extremely  difficult,  if  not  impossible, 
for  the  Department  of  State  and  the  other 
departments  to  get  proper  classification  for 
its  officers  and  employees.  The  definitions 
and  qualifications  for  positions  set  forth  in 
the  Bureau  of  Efficiency  lists  did  not  fit  the 
needs  of  the  State  Department,  and  the  lists 
were  not  revised  to  cover  actual  jobs  in  the 
various  departments.  The  original  alloca¬ 
tions  made  by  the  Board  abounded  in  errors. 
The  decision  of  the  Board  is  final  in  all 
allocations,  and  appeals  by  individuals  and 
departments  are  heard  and  decided  by  the 
Board  itself. 

The  importance  of  proper  allocations  is 
brought  out  in  a  later  section  of  this  report 
which  review’s  the  difficulties  which  the 
State  Department  has  encountered  in  get¬ 
ting  men  of  ability  to  fill  the  higher  posi¬ 
tions  in  the  Professional  Service,  its  in¬ 
ability  to  secure  higher  salaries  and  its 
failure  to  retain  the  services  of  many  of  its 
most  valuable  officers. 

6.  The  Work  of  the  Personnel  Classification  Board,  De¬ 
cember  1927-January  1928,  Issue  of  The  Public  Business, 
issued  by  the  Better  Government  League. 
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ORGANIZATION  OF  THE  STATE  DEPARTMENT  IN  WASHINGTON 


Before  reviewing  these  personnel  prob¬ 
lems,  however,  it  is  necessary  to  summarize 
briefly  the  organization  and  functions  of 
the  State  Department  in  Washington. 

The  Secretary  of  State  is  charged,  under 
the  direction  of  the  President,  with  the  duty 
of  formulating  and  executing  the  foreign 
policies  of  the  government.  He  is  person¬ 
ally  responsible  for  the  administration  of 
the  State  Department  and  the  Foreign  Ser¬ 
vice  and  is  accountable  only  to  the  Presi¬ 
dent,  by  whom  he  is  appointed  and  by  whom 
he  may  be  removed. 

The  Secretary  of  State’s  chief  assistants 
are  five  non-permanent  officers  appointed 
by  the  President,  with  the  advice  and  con¬ 
sent  of  the  Senate.  The  Undersecretary  of 
State,  usually  the  personal  choice  of  the 
Secretary,  is  the  first  ranking  officer  in  the 
Department  and  acts  for  the  Secretary  in 
matters  which  do  not  require  his  personal 
attention.  He  becomes  the  Acting  Secre¬ 
tary  of  State  in  the  absence  of  the  Secre¬ 
tary.  The  four  Assistant  Secretaries  of 
State  are  charged  with  the  supervision  of 
all  matters  of  political,  economic  and  com¬ 
mercial  policy,  under  the  direction  of  the 
Secretary,  and  the  supervision  of  the  De¬ 
partment  and  the  Foreign  Service  admin¬ 
istration.  They  perform  such  other  duties 
as  may  be  assigned  them  by  the  Secretary, 
and  are  classified  in  the  Clerical,  Admin¬ 
istrative  and  Fiscal  Service. 

The  work  of  the  permanent  staff  of  the 
State  Department  in  Washington  today  is 
divided  among  some  thirty-two  divisions, 
bureaus  and  offices,  which  may  be  grouped 
roughly  under  four  main  heads:  political 
and  economic  functions;  legal  functions; 
public  service  functions  and  administrative 
functions. 

POLITICAL  AND 
ECONOMIC  FUNCTIONS 

The  political  and  economic  functions  of 
the  Department  have  been  greatly  increased 
since  the  telegraph  and  radio  have  brought 
the  Secretary  of  State  within  a  few  hours’ 
reach  of  his  most  distant  agent  abroad.  To¬ 
day  political  and  economic  negotiations  of 
every  kind  are  referred  to  the  Department 
for  decision,  and  instructions  are  issued  al¬ 


most  hourly  to  the  American  missions 
abroad. 

When  a  report  is  received  from  one  of  the 
diplomatic  missions,  whether  it  calls  for  a 
decision  or  whether  it  merely  contains  in¬ 
formation  for  the  use  of  the  Department, 
it  is  routed  from  the  Index  Bureau,  where 
it  is  recorded,  to  one  of  six  geographical 
divisions,  or  to  the  Economic  Adviser  or  the 
Solicitor,  or  some  other  division  which  may 
be  concerned.  Additional  copies  may  go  to 
one  of  the  Assistant  Secretaries  of  State 
charged  with  general  supervision  over  the 
particular  division  concerned,  and  to  the 
other  departments  of  the  government  which 
may  be  concerned. 

No  set  procedure  is  followed  by  the  De¬ 
partment  in  dealing  with  questions  which 
call  for  a  decision,  or  require  a  statement 
of  policy.  When  a  cable  is  received  from 
China,  for  example,  which  calls  for  a  deci- 
cion  and  a  reply,  the  Chief  of  the  Far  East¬ 
ern  Division  and  the  Assistant  Secretary 
charged  with  general  supervision  of  Far 
Eastern  Affairs  usually  confer  together  on 
the  note  or  the  instruction  to  be  sent  out. 
If  the  matter  involves  a  legal  question,  they 
may  call  in  the  Solicitor  or  one  of  the 
Assistant  Solicitors.  If  it  involves  an  eco¬ 
nomic  question,  they  may  confer  informally 
with  the  Economic  Adviser.  The  note  or 
instruction  is  then  drafted  under  the  direc¬ 
tion  of  the  Assistant  Secretary  or  the  Chief 
of  the  Far  Eastern  Division,  and  is  then 
sent  to  the  Secretary  of  State  for  signa¬ 
ture.  All  notes  or  instructions  sent  out 
from  the  Department  are  signed  by  the 
Secretary  of  State  or,  in  case  of  his  ab¬ 
sence,  by  the  Acting  Secretary  of  State.  All 
routine  matters,  as  w’ell  as  those  of  the 
greatest  importance,  pass  over  the  desk  of 
the  Secretary. 

A  different  procedure  may  be  followed  in 
matters  of  great  importance  which  call  for 
a  new  statement  of  policy.  Such  questions 
as  the  negotiation  of  a  treaty  or  the  rec¬ 
ognition  of  a  foreign  government  may  be 
directed  from  the  beginning  by  the  Secre¬ 
tary  of  State  himself  or  by  the  Undersecre¬ 
tary  in  conference  wdth  the  Assistant  Sec¬ 
retaries,  and  the  chief  of  the  geographical 
division  directly  concerned.  In  the  draft- 
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ing  of  an  important  note  several  different 
divisions  and  offices  may  be  called  upon  for 
opinions,  advice  or  research  work.  The 
State  Department  does  not  maintain  any 
separate  division  for  research.  The  Solici¬ 
tor’s  Office  may  be  called  upon  to  supply  a 
list  of  precedents  in  a  particular  case,  or 
the  library  staff  which  is  under  the  Divi¬ 
sion  of  Publications,  may  be  asked  to  supply 
books  or  documents  which  are  required  be¬ 
fore  reaching  a  decision. 

General  supervision  of  diplomatic  and 
consular  as  well  as  political  and  economic 
relations  is  assigned  to  the  following  geo¬ 
graphical  divisions: 

1.  Division  of  Western  European  Affairs: 

General  supervision,  under  an  Assistant  Secre¬ 
tary,  of  relations  with  Austria,  Belgium,  Can¬ 
ada,  Czechoslovakia,  Denmark,  France,  Germany, 
Great  Britain  (including  Northern  Ireland, 
British  Dominions  beyond  the  Seas,  India), 
Hungary,  Irish  Free  State,  Italy,  Liberia,  Mo¬ 
rocco,  the  Netherlands,  Norway,  Portugal,  Spain, 
Sweden,  Switzerland,  and  international  organi¬ 
zations  in  Europe.  European  possessioris  in 
the  Far  East  in  conjunction  with  the  Division 
of  Far  Eastern  Affairs. 

2.  Division  of  Eastern  European  Affairs: 

General  supervision,  under  an  Assistant  Secre¬ 
tary,  of  matters  pertaining  to  Russia  (including 
Siberia)  and  relations  with  Estonia,  Finland, 
Latvia,  Lithuania,  and  Poland. 

3.  Division  of  Far  Eastern  Affairs: 

General  supervision,  under  an  Assistant  Secre¬ 
tary,  of  relations  with  China  and  leased  terri¬ 
tories,  Japan,  Siam,  the  Far  Eastern  possessions 
of  European  nations  (in  conjunction  with  the 
Division  of  Western  European  Affairs)  and 
Siberia  (in  conjunction  with  the  Division  of 
Eastern  European  Affairs).  Has  charge  of 
matters  pertaining  to  the  intelligence  aspects  of 
the  control  of  the  traffic  in  narcotic  drugs. 

4.  Division  of  Near  Eastern  Affairs: 

General  supervision,  under  an  Assistant  Secre¬ 
tary,  of  relations  with  Afghanistan,  Albania, 
Arabia,  Bulgaria,  Egypt,  Ethiopia,  Greece,  Iraq, 
Palestine,  Persia,  Rumania,  Kingdom  of  the 
Serbs,  Croats  and  Slovenes,  Syria  and  the 
Lebanon,  Transjordan,  and  Turkey. 

6.  Division  of  Lathi  American  Affairs: 

General  supervision,  under  an  Assistant  Secre¬ 
tary,  of  relations  with  Argentina,  Bolivia,  Brazil, 
Chile,  Colombia,  Costa  Rica,  Cuba,  Dominican 
Republic,  Ecuador,  Guatemala,  Haiti,  Honduras, 
Nicaragua,  Panama,  Paraguay,  Peru,  Salvador, 
Uruguay,  and  Venezuela. 

6.  Division  of  Mexican  Affairs: 

General  supervision,  under  an  Assistant  Secre¬ 
tary,  of  relations  with  Mexico. 


A  number  of  economic  questions  which 
cannot  be  handled  by  the  geographic  divi¬ 
sions,  not  all  of  which  have  economists  as¬ 
signed  to  them,  are  referred  to  two  separate 
offices : 

1.  Office  of  the  Economic  Adviser: 

Offers  advice  on  general  economic  policy  of  the 
Department;  classifies  economic  matters  in  De¬ 
partment  and  establishes  and  maintains  rela¬ 
tions  with  outside  economic  bureaus;  handles 
economic  cases  which  do  not  come  under  the 
supervision  of  the  geographical  divisions; 
drafts  correspondence  concerning  natural  re¬ 
sources,  finance,  foreign  commercial  policy,  com¬ 
mercial  treaties  and  tariffs,  transportation  and 
communications. 

2.  Consular  and  Commercial  Office: 

Reviews,  Trade  Reports,  Trade  Letters,  World 
Trade  Directory  Reports  and  all  special  economic 
reports  from  American  Consuls  in  response  to 
special  inquiries  from  the  Bureau  of  Foreign 
and  Domestic  Commerce  of  the  Department  of 
Commerce.  This  office  is  under  the  supervision 
of  an  Assistant  Secretary  of  State  who  is  also 
Director  of  the  Consular  Service.  The  liaison 
officer  confers  with  the  Bureau  of  Foreign  and 
Domestic  Commerce  in  all  matters  pertaining  to 
requests  for  information  distributed  by  the  De¬ 
partment  of  Commerce. 

LEGAL 

FUNCTIONS 

All  legal  questions  are  referred  to  the 
Solicitor  of  the  State  Department.  This 
officer  is  in  effect  the  legal  authority  of  the 
government  on  all  matters  affecting  the  re¬ 
lationship  of  the  Government  of  the  United 
States  to  foreign  governments,  and  is  called 
upon  to  give  opinions  by  the  Secretary  of 
State.  The  position  of  the  Solicitor  is  some¬ 
what  anomalous  by  virtue  of  the  fact  that 
he  is  appointed  by  the  Department  of  Jus¬ 
tice  and  not  by  the  Secretary  of  State.  His 
position  is  similar  to  that  of  a  solicitor 
attached  to  any  other  department  in  Wash¬ 
ington.  Twenty-one  assistants  are  attached 
to  the  Office  of  the  Solicitor. 

1.  Office  of  the  Solicitor: 

The  most  important  duties  of  this  office  include 
the  handling  of  questions  of  municipal,  foreign 
and  international  law,  diplomatic  claims;  ques¬ 
tions  concerning  rights  and  privileges  of  Ameri¬ 
can  diplomatic  and  consular  officers  abroad ; 
expatriation,  extradition  and  extraterritoriality, 
and  questions  regarding  citizenship  and  natural¬ 
ization. 

2.  Treaty  Division: 

This  division  was  created  within  the  last  few 
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months  in  order  to  coordinate  with  the  work 
involved  in  drafting  treaties,  keeping  a  complete 
record  of  all  treaties  and  all  other  interna¬ 
tional  agreements  to  which  the  United  States  is 
a  party.  The  duties  of  this  division  had  been 
performed  in  the  past  by  the  Office  of  the 
Solicitor  and  the  different  geographic  divisions. 

PUBLIC  SERVICE 

functions 

The  following  divisions  and  bureaus  per¬ 
form  duties  which  may  be  described  as  pub¬ 
lic  service  functions: 

1.  Divisian  of  Publications: 

Editing  of  Foreign  Relations  of  the  United 
States,  Statutes  at  Large,  treaties,  proclama¬ 
tions,  Executive  orders,  and  other  publications 
of  the  Department;  compilation  of  the  session 
laws;  custody  of  original  laws,  etc.,  and  archives 
of  the  Department  prior  to  August  14,  1906; 
correspondence  relating  to  ascertainment  of 
presidential  electors  and  constitutional  amend¬ 
ments;  distribution  of  publications.  Editing  of 
Territorial  Papers.  Library  of  the  Department. 
Office  of  the  geographer. 

2.  Division  of  Current  Information: 

Preparation  of  news  items  for  the  press;  inter¬ 
views  with  newspaper  correspondents;  prepara¬ 
tion  and  distribution  of  daily  press  summaries 
and  special  articles  to  officials  of  the  Depart¬ 
ment,  furnishing  them  with  press  bulletins, 
copies  of  texts  and  general  information  bearing 
upon  foreign  relations. 

3.  Protocol  Division: 

Supervision  of  and  action  on  all  matters  involv¬ 
ing  questions  of  ceremonial  and  precedence; 
deals  with  correspondence  relating  to  functions 
held  under  the  auspices  of  the  Government  of 
the  United  States. 

4.  Passport  Division : 

Examines  and  judges  applications  for  passports 
and  for  American  citizenship;  supervises  pass¬ 
port  agencies  in  various  cities;  handles  corres¬ 
pondence  regarding  citizenship,  passports,  regis¬ 
tration,  and  right  to  protection  abroad. 

5.  T^isa  Office : 

Is  in  charge  of  matters  connected  with  the  ad¬ 
ministration  of  the  immigration  laws  in  so  far 
as  they  concern  the  Department  of  State  and 
its  officers  abroad. 

6.  Bureau  of  Indexes  and  Archives: 

Records  and  indexes  the  correspondence  of  the 
Department;  custody  of  the  archives;  telegraph, 
telephone,  and  cipher  communications. 

ADMINISTRATIVE 

FUNCTIONS 

The  Department  of  State  is  responsible 
for  the  administration  of  the  Foreign  Ser¬ 
vice,  as  well  as  the  Department  it.self. 


Administrative  functions  are  divided  among 
almost  a  dozen  divisions,  bureaus  and  offices, 
which  are  under  the  direction  of  the  Under¬ 
secretary,  an  Assistant  Secretary  who  is 
also  Budget  Officer  and  an  Administrative 
Assistant  or  executive  officer.  The  divisions 
and  bureaus  performing  administrative 
functions  relating  to  the  Department  in 
Washington  are: 

1.  Office  of  the  Chief  Clerk  and  Administrative 
Assistant: 

General  supervision  of  clerks  and  Department 
employees;  custody  of  Department  property; 
supervision  and  assignment  of  office  rooms  and 
space;  handles  correspondence  on  departmental 
matters;  preparation  and  custody  of  efficiency 
records  of  Department;  the  appointment  section 
of  this  office  receives  and  has  custody  of  appli¬ 
cations  for  appointments  in  the  departmental 
service  and  of  the  indorsements  of  applicants; 
has  charge  of  officers  commissioned  by  State 
Department  whose  appointments  are  subject  to 
confirmation  by  the  Senate;  bonding  of  Foreign 
Service  officers  and  other  officers  accountable  to 
the  Department  for  money  received  or  expended ; 
assists  in  the  civil  service  and  departmental 
personnel  matters. 

2.  Board  of  Review  for  Efficiency  Ratings: 
Appointed  by  the  Secretary  of  State  for  the 
purpose  of  assigning  final  ratings  for  employees 
of  the  State  Department  under  the  chairmanship 
of  an  Assistant  Secretary  of  State. 

3.  Budget  Office: 

Is  under  the  direct  personal  supervision  of  an 
Assistant  Secretary  of  State,  who  is  designated 
Budget  Officer  and  charged  with  the  duty  of 
preparing  estimates  of  appropriations  for  the 
Department  and  the  Foreign  Service  and  their 
presentation  to  Congress. 

4.  Bureau  of  Accounts: 

Keeps  all  accounts  of  the  Department  and  For¬ 
eign  Service  and  is  charged  with  their  admin¬ 
istrative  examination;  approves  all  accounts  for 
transmission  to  the  Comptroller  General  of  the 
United  States  and  prepares  correspondence  re¬ 
lating  thereto;  makes  all  financial  reports  and 
statements  for  administrative  officers  of  the 
Department;  general  administrative  supervision 
for  all  disbursing  officers  under  the  State  De¬ 
partment. 

5.  Disbursing  Office: 

Is  charged  with  the  receipt  of  all  funds  and  the 
payment  of  all  accounts  of  the  Department. 

6.  Office  of  Coordination  and  Review: 

Reviews  all  outgoing  diplomatic,  consular,  and 
other  correspondence.  Coordinates  the  corres¬ 
pondence  of  the  several  bureaus  of  the  Depart¬ 
ment  for  consideration  and  initialing  when 
necessary.  Dispatches  the  mail  and  certifies 
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copies  thereof  for  the  records.  Maintains  a 
current  ready  reference  file  and  an  index  of 
diplomatic  precedents.  Advises  the  bureaus  of 
the  Department  of  changes  in  forms  of  address 
or  changes  in  the  accepted  style  of  correspond¬ 
ence. 

The  following  divisions,  bureaus  and 
boards  have  charge  of  all  administrative 
matters  relating  to  the  Foreign  Service: 

1.  Foreign  Service  Personnel  Board: 

The  Foreign  Service  Personnel  Board,  created 
by  an  Executive  Order  of  May  24,  1924,  sub¬ 
mits  to  the  Secretary  of  State  the  names  of 
those  Foreigm  Service  oflBcers  who  have  been 
recommended  for  promotion,  advancement  or 
transfer  and  the  names  of  those  Department 
officers  who  have  been  recommended  for  ap¬ 
pointment  by  transfer  to  the  position  of  Foreign 
Service  officer;  it  has  authority  to  examine  all 
records  and  data  relating  to  the  personnel  of 
the  service  and  shall  notify  any  officer  whose 
rating  is  below  the  standard  required  by  the 
service.  The  Board  is  composed  at  the  present 
time  of  three  Assistant  Secretaries  of  State  and 
three  Foreign  Service  officers  detailed  to  the 
Department.  The  executive  committee  of  the 
Board  is  composed  of  the  three  Foreign  Service 
officers. 

2.  Office  of  the  Executive  Committee  of  the  Board: 
Has  charge  of  all  records  and  material  relating 
to  the  personnel  of  the  Foreign  Service  and 
keeps  all  efficiency  records  of  all  Foreign  Ser¬ 
vice  officers  and  employees;  submits  to  the 
Foreign  Service  Personnel  Board  recommenda¬ 
tions  for  the  advancement,  assignment  and 
transfer  of  such  officers;  interviews  applicants 
for  the  Foreign  Service;  maintains  contacts 
with  Foreign  Service  officers  and  employees 
while  on  visits  to  the  United  States. 

3.  Division  of  Foreign  Service  Administration: 
General  administration  of  the  Foreigm  Service, 
including  matters  of  appropriations  and  ex¬ 
penditures,  rentals,  equipment  and  supplies,  or¬ 
ganizations,  instruction  of  diplomatic  and  con¬ 
sular  officers,  etc.;  handles  correspondence 
relating  to  the  foregoing  and  to  customs  cour¬ 
tesies  and  free  entry,  etc.,  and  other  than 
commerce,  the  general  work  of  consular  offices 
such  as  immigration,  quarantine,  notarial  acts, 
protection  of  the  customs  revenues,  etc. 

4.  Foreign  Service  Buildings  Office: 

General  supervision  of  matters  relating  to  hous¬ 
ing  of  diplomatic  and  consular  establishments 
abroad,  and  the  protection  and  maintenance  of 
properties  owned  by  the  United  States  for  such 
purpose.  Has  charge  of  programs  of  expendi¬ 
tures,  with  the  approval  of  the  Budget  Officer 
of  the  Department,  for  the  acquisition,  construc¬ 
tion,  alteration,  or  furnishing  of  such  properties. 


INTERCHANGE  OF  PERSONNEL 
BETWEEN  THE  DEPARTMENT  I 

AND  THE  FOREIGN  SERVICE 

The  foregoing  summary  shows  the  close 
relation  which  exists  between  the  Depart¬ 
ment  in  Washington  and  the  Foreign  Ser¬ 
vice  in  the  field.  During  the  hearings  on 
the  Rogers  bill  both  Foreign  Service  officers 
and  State  Department  officials  felt  that  there 
should  be  a  certain  degree  of  flexibility  in 
the  personnel  of  the  two  establishments. 
Experience  had  shown  that  it  was  desir¬ 
able  for  Foreign  Service  officers  to  return 
to  the  Department  at  intervals  in  order  to 
keep  in  touch  with  affairs  in  their  own 
country  and  to  give  the  Department  the 
benefit  of  their  first  hand  experience 
abroad.  Assignments  to  the  Department 
had  been  made  in  the  past  under  an  authori¬ 
zation  in  the  1915  act,  but  apparently  no 
distinction  had  been  made  between  assign¬ 
ments  for  consultation  and  advice,  and 
assignments  to  what  might  be  considered 
permanent  positions  in  the  Department. 

These  would  include  the  positions  of  chiefs 
of  the  important  divisions.  Likewise,  no  i 
broad  proposal  for  amalgamation  of  the  two  ' 
establishments  on  the  lines  of  the  British 
system  had  been  made.’  When  the  Rogers 
Act  was  finally  adopted  it  merely  continued 
the  provision  authorizing  assignment  of 
Foreign  Service  officers  to  the  Department 
without  loss  of  class  or  salary.  The  assign¬ 
ment  was  limited,  however,  to  a  period  of 
not  more  than  three  years,  unless  the  public 
interest  demanded  further  service.  In  this 
event  the  assignment  might  be  extended  for 
a  period  of  not  more  than  one  year.  The 
act  also  provided  that  State  Department 
officers  who  had  been  in  the  Department  for 
five  consecutive  years  might  be  appointed 
to  the  Foreign  Service  without  examination. 

The  second  provision  has  been  used  very 
little.  Since  1924  not  more  than  two  per¬ 
manent  State  Department  officials  have  been 
appointed  to  the  Foreign  Service.  This  does 
not  include  former  Foreign  Service  officers 
who  have  resigned  to  become  Assistant  Sec¬ 
retaries  of  State  (by  Presidential  appoint¬ 
ment)  and  later  returned  to  the  Foreign 
Service  or  received  appointments  as  min¬ 
isters  or  ambassadors.  Such  transfers  will 
be  discussed  in  a  later  section. 

7.  The  British  Forelgrn  Office  and  Foreign  Service  are  uni¬ 
fied,  and  administered  as  one  establishment. 
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The  first  provision,  on  the  other  hand,  has 
been  used  extensively,  both  under  the  Rogers 
Act  and  under  the  act  of  1915.  The  prac¬ 
tice  of  calling  in  diplomatic  and  consular 
officers  to  fill  regular  positions  in  Washing¬ 
ton  began  during  the  war,  when  the  Depart¬ 
ment  was  suddenly  confronted  by  a  great 
increase  in  work.  New  positions  had  to  be 
created  and  filled  by  competent  officers  with¬ 
out  delay.  Few  men  who  were  qualified  by 
training  or  experience  could  be  found  on 
short  notice,  except  in  the  Foreign  Service. 
Therefore,  as  the  need  arose,  consuls  and 
diplomats  were  ordered  home  for  temporary 
service  in  the  Department. 

In  the  years  immediately  following  the 
war  the  Department  found  it  extremely 
difficult  to  replace  these  Foreign  Service 
officers.  Few  men  of  ability  were  willing 
to  enter  the  State  Department  as  drafting 
officers  at  the  low  salaries  which  were 
offered,  and  funds  were  not  available  for 
those  who  might  have  been  willing  to  accept 
appointment.  Instead  of  being  able  to  reduce 
the  number  of  Foreign  Service  officers  as¬ 
signed  to  Washington  the  Department  was 
forced  to  call  in  more,  even  though  they 
were  urgently  needed  in  the  field. 

The  perpetuation  of  this  practice  has  had 
several  disadvantages,  some  of  which  have 
been  emphasized  since  the  passage  of  the 
Rogers  Act.  First,  the  Department  has 
been  compelled  to  rely  upon  officers  whose 
term  of  service  is  limited  by  law  to  three, 
or  in  exceptional  cases  to  four,  years.  This 
has  resulted  in  a  very  high  turnover  in 
important  positions  where  continuity  is  de¬ 
sirable  if  the  administration  of  the  Depart¬ 
ment  is  to  function  smoothly.  During  the 
past  fourteen  years  there  have  been  no  less 
than  seven  chiefs  of  the  Latin  American 
Division ;  six  chiefs  of  the  Far  Eastern 
Division;  five  chiefs  of  the  Near  Eastern 
Division;  six  chiefs  of  the  Mexican  Divi¬ 
sion;  seven  chiefs  of  the  Western  European 
Division ;  eleven  chiefs  of  the  Eastern  Euro¬ 
pean  Division ;  seven  Economic  Advisers, 
counting  the  former  office  of  “Foreign  Trade 
Adviser”  and  five  chiefs  of  the  Passport 
Division.  The  majority  of  these  positions 
have  been  filled  by  Foreign  Service  officers 
whose  tenure  of  office  was  limited.  As  the 
highest  administrative  officers  in  the  Depart¬ 
ment  (the  Undersecretary  and  the  four 


Assistant  Secretaries)  are  Pi-esidential  ap¬ 
pointees,  and  therefore  not  necessarily  per¬ 
manent,  it  is  all  the  more  important  that 
these  division  chiefs  be  at  least  available  to 
the  Department  for  more  than  three  or  four 
years. 

NUMBER  OF  FOREIGN  SERVICE 
OFFICERS  IN  DEPARTMENT 

Since  1924  the  number  of  Foreign  Service 
officers  assigned  to  the  Department  has 
ranged  from  fifty  to  sixty  men.  The 
number  of  State  Department  drafting  offi¬ 
cers  on  the  other  hand  has  ranged  from 
forty  to  fifty.  Almost  without  exception 
the  geographical  divisions  have  been  com¬ 
posed  of  a  majority  of  Foreign  Service 
officers.  On  January  1,  1928,  fifty-three 
Foreign  Service  officers  were  serving  in  the 
following  divisions  and  bureaus: 

Division  of  Far  Eastern  Affairs:  four  Foreign 
Service  officers  and  one  State  Department  draft¬ 
ing  officer. 

Division  of  Latin  American  Affairs:  Seven 
Foreign  Service  officers,  three  Department 
officers. 

Western  European  Affairs:  six  Foreign  Ser¬ 
vice  officers,  three  Department  officers. 

Division  of  Near  Eastern  Affairs:  four  For¬ 
eign  Service  officers,  two  Department  officers. 

Division  of  Mexican  Affairs:  three  Foreign 
Service  officers,  one  Department  officer. 

Eastern  European  Affairs:  three  Foreign  Ser¬ 
vice  officers,  two  Department  officers. 

The  chiefs  of  five  of  these  six  divisions  were 
Foreign  Service  officers.  The  position  of  the 
Chief  of  the  Far  Eastern  Affairs  Division  was 
vacant,  and  the  acting  Chief  was  a  Foreign 
Service  officer. 

Foreign  Service  officers  were  also  de¬ 
tailed  to  the  following  administrative  bu¬ 
reaus  and  divisions :  Passport  Division,  two ; 
Division  of  Foreign  Service  Administration, 
six;  Visa  Office,  three;  Foreign  Service 
Buildings  Office,  one;  Consular  Commercial 
Office,  five;  offices  of  the  Assistant  Secre¬ 
taries,  three;  Executive  Officer  of  the  De¬ 
partment,  one;  Chief  Instructor  of  the  For¬ 
eign  Service  School,  one;  Chairman  of  the 
Executive  Committee  of  the  Foreign  Ser¬ 
vice  Personnel  Board,  one.  Foreign  Service 
officers  were  serving  as  chiefs  of  four  of 
these  divisions  or  bureaus. 

These  assignments  are  constantly  chang¬ 
ing  as  the  statutory  limit  of  Foreign  Service 
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officers  is  reached.  On  July  1,  1928,  the 
number  of  Foreign  Service  officers  in  the 
Department  was  fifty-seven.  On  October 
first  it  was  fifty-two. 

INEQUALITIES  IN  THE 
TWO  SALARY  SCALES 

The  second  disadvantage  of  assigning 
Foreign  Service  officers  temporarily  to  po¬ 
sitions  in  the  Department  arises  from  the 
different  salary  scales  prevailing  in  the  two 
establishments.  This  discrepancy  was  made 
more  marked  by  the  higher  range  of  salaries 
provided  in  the  Rogers  Act. 

In  1924,  at  the  time  the  Rogers  Act  came 
into  effect,  fifty-two  Foreign  Service  officers 
were  serving  in  the  Department  where  they 
were  performing  duties  more  or  less  com¬ 
parable  to  the  forty-three  State  Department 
officers  classified  in  the  Professional  and 
Scientific  Service,  and  the  higher  admin¬ 
istrative  officers.  The  Foreign  Service  offi¬ 
cers  were  working  side  by  side  with  State 
Department  officers  in  each  of  the  geo¬ 
graphical  divisions,  in  some  of  the  admin¬ 
istrative  divisions,  the  Visa  Office  and  other 
bureaus.  The  wide  discrepancy  in  the 
salaries  paid  for  comparable  duties  in  the 
Department  to  Foreign  Service  officers  and 
State  Department  officers  at  once  became 
apparent.  For  example,  the  Chief  of  the 
Division  of  Foreign  Service  Administration, 
a  State  Department  officer,  received  $3,800 
while  the  Assistant  Chief,  a  Foreign  Service 
officer,  received  $4,500.  In  1926,  the  Chief 
of  the  Division  of  Latin  American  Affairs, 
a  State  Department  officer,  received  $6,000 
while  the  Assistant  Chief,  a  Foreign  Service 
officer,  received  $7,000.  In  1928,  the  Chief 
of  the  Division  of  Current  Information,  a 
State  Department  officer,  received  $3,800 
while  the  Assistant  Chief,  a  Foreign  Ser¬ 
vice  officer,  received  $6,000. 

The  difference  in  the  two  salary  scales 
was  further  shown  by  the  fact  that  on 
January  1,  1925  the  Chief  of  the  Western 
European  Division,  a  State  Department  offi¬ 
cer,  received  an  annual  salary  of  $5,200  as 
compared  with  $7,000  received  by  the  Chiefs 
of  the  Near  Eastern  Division  and  the  Latin 
American  Division,  and  $9,000  received  by 
the  Chiefs  of  the  Mexican  Division  and  the 
Eastern  European  Division,  all  Foreign 
Service  officers.  The  same  situation  existed 


in  1926-1927  and  the  first  part  of  1928. 
During  these  years  Foreign  Service  officers 
were  assigned  as  chiefs  of  four  and  some¬ 
times  five  of  the  geographical  divisions, 
their  salaries  ranging  from  $6,000  to  $9,000, 
according  to  their  rank  in  the  Foreign  Ser¬ 
vice.  State  Department  officers,  when 
occupying  the  same  positions,  received  from 
$5,200  to  $6,000. 

The  duties  of  the  four  Assistant  Secre¬ 
taries  of  State  and  the  Undersecretary  are 
among  the  most  important  in  the  Depart¬ 
ment.  Until  very  recently,  however,  their 
salaries  were  placed  at  $7,500  under  the 
Classification  Act  of  1923.  In  1927  when  the 
Chief  of  the  Division  of  Far  Eastern  Affairs, 
Mr.  Nelson  T.  Johnson,  a  Foreign  Service 
officer  of  Grade  2,  was  promoted  to  the 
position  of  Assistant  Secretary,  he  was 
forced  to  accept  a  reduction  of  salary 
amounting  to  $500  a  year. 

A  comparison  of  the  total  salaries  paid 
to  the  State  Department  officers  in  the  Pro¬ 
fessional  and  Scientific  Service  and  the  For¬ 
eign  Service  officers  performing  similar 
duties  in  the  Department  from  1924  to  1928 
shows  a  wide  discrepancy  which  prevailed 
after  the  passage  of  the  Rogers  Act. 

In  1924,  forty-three  State  Department 
officers  in  the  Professional  and  Scientific 
Service  received  a  total  salary  of  $151,220 
as  compared  with  $268,250  received  by 
fifty-two  Foreign  Service  officers  in  the 
Department.  The  average  salary  of  these 
forty-three  State  Department  officers  was 
$3,516;  the  average  salary  of  the  fifty-two 
Foreign  Service  officers  in  the  Department 
was  $5,158.  The  following  table  shows  the 
total  and  average  salary  of  the  groups  in 
1925-26-27-28: 

State  Department  Officers 


Year 

No. 

Total 

Average 

1925 

38 

$139,620 

$3,674 

192G 

47 

175,400 

3,731 

1927 

53 

187,640 

3,540 

1928 

58 

225,500 

3,888 

Foreign 

Service  Officers 

Year 

No. 

Total 

Average 

1925 

60 

$304,500 

$5,075 

1926 

54 

283,750 

5,254 

1927 

51 

277,500 

5,441 

1928 

52 

287,500 

5,528 

The  State  Department  has  not  been  able 
to  remedy  this  situation,  first,  because  the 
Classification  Act  did  not  provide  compar¬ 
able  salaries  and  second,  because  it  has  not 
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been  able  to  get  the  necessary  appropria¬ 
tions  for  replacement  of  Foreign  Service 
officers.  The  effectiveness  of  the  Depart¬ 
ment’s  appeal  for  increased  appropriations 
cannot  be  fairly  determined,  as  the  hear¬ 
ings  before  the  Bureau  of  the  Budget,  which 
considers  all  departmental  estimates  before 
they  go  to  Congress,  are  held  in  private  and 
are  not  published,  as  are  hearings  before 
Congress.  This  procedure  is  described  more 
fully  in  a  later  section  of  the  report. 

Hearings  before  the  House  Committee  on 
Appropriations  during  the  past  few  years, 
however,  show  that  while  the  State  Depart¬ 
ment  has  raised  this  question  of  replacing 
Foreign  Service  officers  on  several  occasions, 
it  has  not  presented  a  plan  for  selecting  and 
appointing  permanent  officers.  In  1924, 
just  after  the  passage  of  the  Rogers  Act, 
Assistant  Secretary  Butler  Wright  told  the 
committee  that  the  Department’s  greatest 
difficulty  was  in  securing  the  right  kind  of 
men  as  drafting  officers  at  the  salaries  pro¬ 
vided.  He  went  on  to  say  that  in  effect  the 
Department  was  “robbing  Peter  to  pay 
Paul”  by  calling  in  Foreign  Service  officers 
in  order  that  the  Department  might  func¬ 
tion.  The  force  in  the  field  was  being  im¬ 
paired  and  missions  and  consulates  were 
calling  for  secretaries  and  consuls.* 

No  specific  request  for  increased  appro¬ 
priations  to  be  used  in  transferring  posi¬ 
tions  held  by  Foreign  Service  officers  to  the 
Department  payroll  was  made,  however, 
until  1928.  In  the  estimates  for  1929  a  sum 
of  $10,780  was  authorized  for  replacement 
of  four  Foreign  Service  officers,  and  in  the 
preliminary  estimates  for  the  year  ending 
June  30,  1930  approximately  $200,000  was 
requested  of  the  Budget  Bureau  for  this 
purpose.  This  amount  was  not  allowed, 
however. 

During  1928  the  situation  was  changed 
by  the  passage  of  an  amendment  to  the 
Classification  Act  of  1923,  known  as  the 
Welch  Act,  which  established  a  new  salary 
scale  for  the  entire  classified  service.  The 
act  was  intended  primarily  to  afford  tem¬ 
porary  relief  to  the  underpaid  employees  in 
the  lower  grades,  but  it  also  increased  the 
maximum  annual  salaries  in  both  the  pro¬ 
fessional  and  administrative  services  from 
$7,500  to  $9,000. 

S.  Hearings  before  the  Subcommittee  of  House  Committee 
Oil  Appropriationsj  December,  19"l,  p.  3. 


In  amending  the  salary  scale  authorized 
in  the  Classification  Act  of  1923,  the  Welch 
Act  added  two  new  grades  in  both  the  Pro¬ 
fessional  and  Scientific  Service  and  the 
Clerical,  Administrative  and  Fiscal  Service. 
In  a  number  of  grades  it  also  changed  the 
number  of  salary  steps.  These  steps  are 
omitted  in  the  following  table,  which  shows 
the  range  of  salaries  in  the  two  principal 
services : 

RATES  OF  COMPENSATION 

I  Professional  and  Scientific  Service 

Act  of  1923  Welch  Act 


1. 

$1,860-2,400 

1. 

$2,000-2,500 

2. 

2,400-3,000 

2. 

2,600-3,100 

3. 

3,000-3,600 

3. 

3,200-3,700 

4. 

3,800-4,400 

4. 

3,800-5,000 

5. 

4,600-5,200 

5. 

5,200-6,000 

6. 

5,600-6,400 

G. 

6,000-7,500 

7. 

6,500-7,500 

7. 

Special 

8. 

8,000-9,000 

9. 

Special 

Clerical,  Administ ra live 

and  Fiscal 

1. 

$1,140-1,500 

1. 

$1,260-1,560 

2. 

1,320-1,680 

2. 

1,440-1,740 

3. 

1,500-1,860 

3. 

1,620-1,920 

4. 

1,680-2,040 

4. 

1,800-2,100 

5. 

1,860-2,400 

5. 

2,000-2,500 

6. 

2,100-2,700 

6. 

2,300-2,800 

7. 

2,400-3,000 

7. 

2,600-3,100 

8. 

2,700-3,300 

8. 

2,900-3,400 

9. 

3,000-3,600 

9. 

3,200-3,700 

10. 

3,300-3,900 

10. 

3,500-4,000 

11. 

3,800-4,400 

11. 

3,800-5,000 

12. 

4,600-5,200 

12. 

5,200-6,000 

13. 

5,600-6,400 

13. 

6,000-7,500 

14. 

6,500-7,500 

14. 

Special 

15. 

8,000-9,000 

16. 

Special 

Under  the  Welch  Act,  as  interpreted  by 
the  Comptroller-General,  and  put  into  effect 
on  July  1st,  the  Undersecretary  of  State 
received  $8,000  (minimum  rate  for  CAF 
15).  The  four  Assistant  Secretaries  re¬ 
ceived  $9,000  (highest  rate  in  CAF  15). 
This  discrepancy  was  due  to  the  fact  that 
the  former  Undersecretary,  Colonel  Robert 
Olds,  who  would  automatically  have  received 
the  highest  salary — $9,000  in  Grade  15,  re¬ 
signed  on  July  1,  1928.  The  new  Under¬ 
secretary,  Mr.  J.  Reuben  Clark,  was  ap¬ 
pointed  after  July  1st,  and  by  the  provi¬ 
sions  of  the  Classification  Act,  had  to  come 
in  at  the  lowest  salary  of  the  grade,  which 
was  $8,000.  This  amount  was  increased  to 
$10,000  in  the  Appropriation  Bill  for  1930, 
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but  the  compensation  of  the  Undersecretary 
v;as  not  permanently  established  by  Act  of 
Cong'rcss.  It  might,  therefore,  be  again  re¬ 
duced  in  future  appropriation  bills. 

The  Chief  of  the  Far  Eastern  Division, 
and  the  Economic  Adviser,  who  formerly 
received  $6,000,  now  receive  $8,000  a  year. 
The  Chief  of  the  Eastern  European  Divi¬ 
sion  receives  $6,500.  Although  the  Depart¬ 
ment  requested  the  same  classification  and 
.salary  for  this  position  as  for  the  Chief  of 
the  Far  Eastern  Division,  the  request  was 
denied  by  the  Personnel  Classification  Board. 
The  present  Chief  of  the  Eastern  European 
Division,  who  had  been  a  Foreign  Service 
officer  detailed  to  the  Department,  was 
asked  to  resign  from  the  F’oreign  Service 
in  order  to  remain  as  the  permanent  head 
of  this  Division.  As  he  had  not  been  on 
the  Department  payroll  before  the  Welch 
Act  came  into  effect,  his  compensation  was 
not  increased  automatically  as  was  that  of 
the  Chief  of  the  Far  Eastern  Division,  but 


was  subject  to  the  approval  of  the  Classi¬ 
fication  Board. 

The  Solicitor  for  the  Department  receives 
$8,500.  The  compensation  of  Assistant 
Solicitors  ranges  from  $2,700  to  $7,500.  The 
Chief  of  the  Division  of  Publications  now 
receives  $5,600.  Drafting  officers,  exclud¬ 
ing  chiefs  of  divisions,  receive  from  $2,600 
to  $5,000. 

The  final  effect  of  the  act  as  it  relates  to 
the  State  Department  cannot  be  determined 
at  the  time  of  writing,  however,  for  the  rea¬ 
son  that  its  application  has  resulted  in  such 
serious  administrative  difficulties  that  fur¬ 
ther  drastic  amendments  are  being  made  in 
the  present  session  of  Congress.®  It  should 
be  pointed  out,  however,  that  adequate  sal¬ 
aries  depend  as  much  on  the  proper  classi¬ 
fication  of  positions  as  on  the  scale  provided 
by  law.  If  the  Personnel  Classification 
Board  fails  to  place  positions  in  their  proper 
grades,  the  benefits  of  the  law’  cannot  be 
realized. 


THE  SYSTEM  OF  CLASSIFICATION 


The  task  of  building  up  and  maintaining 
a  strong  permanent  staff  in  the  Department 
in  Washington,  particularly  in  the  higher 
professional  grades,  has  proved  exceedingly 
difficult  under  the  Classification  Act,  first, 
because  the  scale  of  salaries  has  been  low 
and  second,  because  responsible  positions 
have  not  been  allocated  to  the  grades  per¬ 
mitted  by  the  law\  Furthermore,  officials 
and  clerks  eligible  to  promotion  on  the  basis 
of  their  efficiency  ratings  have  not  been  ad¬ 
vanced  because  additional  appropriations 
have  not  been  secured. 

One  explanation  of  the  State  Depart¬ 
ment’s  inability  to  secure  proper  classifica¬ 
tions  for  its  important  positions  is  to  be 
found  in  the  fact,  already  mentioned,  that 
the  Personnel  Classification  Board  has  never 
carried  out  the  provisions  of  the  law  requir¬ 
ing  detailed  descriptions  of  each  type  of 
position.  The  law  contemplated  a  survey 
which  would  show  the  actual  positions  in 
the  different  departments  in  the  District  of 
Columbia.  As  a  result  of  this  survey  speci¬ 
fications  for  each  “class”  or  type  of  position 
w’ere  to  be  drawn  up  by  the  Board,  which 
w’as  to  define  the  duties  and  fix  the  mini¬ 


mum  qualifications.  Individual  positions 
W’ere  to  be  allocated  to  a  “class”  on  the 
basis  of  these  specifications,  and  the  classes 
were  to  be  allocated  to  the  proper  grades 
and  services. 

The  schedules  of  the  Bureau  of  Efficiency 
on  the  basis  of  w’hich  the  Board  has  allo¬ 
cated  positions,  contain  no  such  comprehen¬ 
sive  “class  specifications.”  The  classes  es¬ 
tablished  in  these  schedules  cover  certain 
broad  groups  of  positions,  under  which 
many  different  types  are  included.  Grade  1 
of  the  Professional  and  Scientific  Service, 


9.  The  appliration  of  the  Welch  Act  illustrates  the  com¬ 
plications  which  arise  as  a  result  of  the  present  system  of 
handling;  federal  personnel  matters  and  the  multiplicity  of 
personnel  agencies.  The  act  was  intended  to  amend  the  old 
compensation  schedules  by  providing  new  rates  of  pay.  In 
amending  the  old  schedules,  however,  the  Welch  Act  added 
two  new  gr.ades  in  both  the  Professional  Service  and  the 
Clerical.  Administrative  and  Fiscal  Service,  and  in  certain 
grades  changed  the  number  of  salary  steps.  The  Comptroller 
General,  in  a  ruling  handed  down  on  June  2.  1928,  interpreted 
the  act  in  such  a  way  that  employees  in  the  lower  grades, 
where  the  number  of  salary  steps  was  changed,  were  allowcil 
an  Increase  of  only  one  step,  amounting  to  $60  or  $100,  while 
olllcers  in  the  three  higher  grades  were  allowed  to  advance 
two  entire  grades,  with  an  increase  ranging  from  $400  to 
$2,000.  Furthermore,  under  the  Comptroller  General’s  opinion, 
the  administration  of  the  act  was  to  be  carried  out  by  the 
various  departments  themselves,  without  reference  to  the 
approval  or  disapproval  of  the  Personnel  Classification  Board. 
The  opinion  was  based  on  a  strict  legal  construction  of  the 
wording  of  the  AVelch  Act,  but  Its  application  resulted  In  such 
obvious  inconsistencies  that  protests  were  lodged  by  almost 
(.very  agency  concerned,  and  Congress  was  required  to  hold 
hearings  on  new  amendments  to  the  act. 
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for  example,  is  divided  into  twelve  classes, 
with  the  following  titles: 

Junior  Economic  Analyst 
Junior  Educationalist 
Junior  Anthropologist 
Junior  Scientist 
Junior  Dentist 
Junior  Medical  Officer 
Junior  Veterinarian 
Junior  Engineer 
Junior  Attorney 
Junior  Librarian 
Junior  Patent  Examiner 

The  duties  of  the  first  group.  Economic 
Analyst,  are  described  in  general  terms: 
“To  perform,  under  immediate  supervision, 
simple  and  elementary  professional,  scien¬ 
tific,  or  technical  work  in  the  statistical, 
social,  or  economic  sciences  or  in  one  or 
more  of  their  applications.”  Typical  posi¬ 
tions  in  this  group  include:  Agricultural 
Economist,  Economic  Adviser,  Economist, 
Highway  Economist,  Industrial  Economist, 
Research  Economist,  Sociologist,  Statistical 
Analyst,  Statistical  Economist,  Statistician, 
Tariff  Economist  and  Social  Economist. 
The  minimum  qualifications  for  the  group 
are  set  forth  as  follows:  “Training  equiva¬ 
lent  to  that  represented  by  graduation  with 
a  degree  from  an  institution  of  recognized 
standing  with  major  work  in  the  branch 
or  branches  of  science  involved  in  the  spe¬ 
cific  position  or  in  a  closely  related  branch 
or  branches.” 

The  duties  and  minimum  qualifications 
for  each  grade  of  Economic  Analyst  are 
described  in  the  same  fashion,  and  similar 
specifications  are  set  forth  for  each  of  the 
other  eleven  general  classes. 

It  is  to  these  general  classes  that  all  pro¬ 
fessional  positions  in  the  Department  of 
State  (and  all  the  other  departments  in 
Washington)  are  allocated.  In  the  State 
Department  practically  every  professional 
position,  with  the  exception  of  Assistant 
Solicitors  and  Librarians,  is  allocated  to  the 
Economic  Analyst  group,  regardless  of  the 
nature  of  the  duties  or  the  requirements  of 
the  job.  The  chiefs  of  the  geographical 
divisions,  drafting  officers  attached  to  the 
treaty  division,  the  protocol  division  or  other 
offices,  research  assistants  in  the  Division 
of  Publications,  officers  who  review  the 
diplomatic  correspondence,  the  geographer. 


and  all  other  officers  who  are  not  engaged 
in  legal  work  or  in  the  library,  are  placed 
in  this  one  group.  Obviously,  the  actual 
duties  of  the  geographer  for  the  Depart¬ 
ment  differ  completely  from  the  duties  of 
the  Chief  of  the  Division  of  P''ar  Eastern 
Affairs;  the  duties  of  a  research  assistant 
differ  from  those  of  an  officer  in  the  Pro¬ 
tocol  Division  and  all  four  differ  from  the 
duties  of  an  officer  who  reviews  the  diplo¬ 
matic  correspondence  of  the  Mexican  Divi¬ 
sion.  Yet  under  the  system  employed  by 
the  Personnel  Classification  Board,  all  of 
these  positions  are  regarded  as  falling  in 
one  group  in  which  uniform  specifications 
and  qualifications  apply. 

The  most  serious  difficulty  which  has 
arisen  from  the  application  of  this  system 
by  the  Board  relates  to  the  Board’s  descrip¬ 
tion  of  minimum  requirements.  Despite  the 
fact  that  the  necessary  requirements  (i.  e., 
the  education,  experience,  technical  train¬ 
ing  and  knowledge  required)  of  a  research 
worker  in  the  archives  differ  from  those 
of  a  geographer,  the  Board  has  attempted 
to  apply  similar  requirements  for  any  num¬ 
ber  of  different  positions  within  the  group 
called  Economic  Analyst.  In  no  case  do 
these  requirements  exactly  fit  the  particular 
job  which  the  Board  is  asked  to  approve 
and  classify.  The  result  is  that  the  pro¬ 
fessional  standards  of  the  Department  can¬ 
not  be  maintained  at  the  high  level  which 
should  prevail. 

One  illustration  of  the  effect  of  the 
Board’s  requirements  with  respect  to  the 
State  Department  may  be  cited.  The  edit¬ 
ing  of  the  annual  volume  of  diplomatic 
correspondence  of  the  United  States,  pub¬ 
lished  by  the  Department  under  the  title 
Foreign  Relations,  is  under  the  direction 
of  the  Chief  of  the  Division  of  Publications. 
It  is  essential  that  the  chief  of  this  division 
be  a  trained  historian  with  a  profound 
knowledge  of  diplomatic  history,  and  that 
his  research  and  editorial  assistants  who 
work  in  the  archives  and  select  and  prepare 
the  diplomatic  correspondence  for  publica¬ 
tion  should  be  research  scholars  of  marked 
academic  ability.  The  class  specifications 
of  the  Personnel  Board,  however,  do  not 
list  any  group  of  positions  which  fit  the 
particular  needs  of  the  State  Department. 
The  requirements  of  the  Editor  group  do 
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not  meet  the  special  requirements  of  this 
position.  This  group  is  placed  in  the  Cler¬ 
ical,  Administrative  and  Fiscal  Service,  be¬ 
tween  Grades  7  and  10.  The  requirements 
for  an  Assistant  Editor  or  Associate  Editor 
are  merely  a  high  school  education  or 
equivalent  practical  training  while  those  for 
the  highest  classification.  Senior  Editor, 
specify  general  collegiate  education  or 
equivalent  practical  training. 

These  requirements  make  it  exceedingly 
difficult  for  the  State  Department  to  get  the 
type  of  person  it  requires  for  the  editing 
of  Foreign  Relations  and  important  state 
papers.  As  the  highest  editorial  position 
was  in  Grade  10,  with  a  range  of  salary 
from  ^3,300  to  $3,900  under  the  1923  act, 
the  Department  was  unable  to  offer  compe¬ 
tent  scholars  positions  in  the  lower  grades. 

A  similar  situation  exists  in  other  pro¬ 
fessional  positions  of  great  importance. 
Furthermore,  in  making  allocations,  the 
Personnel  Board  has  had  to  rely  on  the 
reports  of  investigators,  loaned  by  the 
Bureau  of  Efficiency  or  the  Civil  Service 
Commission,  who  frequently  passed  upon 
positions  in  a  higher  grade  than  they  them¬ 
selves  occupied. 

In  1924,  shortly  after  the  Classification 
Act  came  into  effect,  the  State  Department 
personnel  was  graded  and  classified  approxi¬ 
mately  as  follows: 

PROFESSIONAL  AND  SCIENTIFIC  SERVICE 


Grade 

No. 

Salary 

7 

None 

Special 

6 

None 

5 

6 

$5,200 

4 

13 

3,800-4,400 

3 

15 

3,000-3,500 

2 

3 

2,400-3,000 

1 

2 

1,860 

CLERICAL,  ADMINISTRATIVE  AND 

FISCAL 

SERVICE 

Grade 

No. 

Salary 

14 

1 

$15,000 

13 

3 

7,500 

12 

None 

11 

9 

3,800-4,600 

10 

3 

3,300-3,500 

9 

8 

3,000-3,500 

8 

6 

2,800-3,000 

7 

10 

2,400-3,000 

6 

13 

2,100-2,700 

5 

425 

1,140-2,400 

and  below 

SUB-PROFESSIONAL  SERVICE 


Grade 

No. 

Salarj' 

8 

None 

7 

None 

6 

None 

5 

None 

4 

2 

$1,860 

3 

None 

2 

1 

1,260 

1 

None 

From  the  above  table  it  is  seen  that  when 
the  act  came  into  effect  no  positions  in  the 
State  Department  were  allocated  to  the  two 
highest  grades  in  the  Professional  and 
Scientific  Service.  (Assignment  to  Grade  7, 
the  highest  grade,  is  only  made  in  cases 
where  Congress  authorizes  a  salary  of  more 
than  $7,500  for  a  special  position.  The 
same  is  true  of  the  highest  grade  in  the 
Clerical,  Administrative,  and  Fiscal  Service. 
The  salary  of  the  Secretary  of  State,  who 
was  classified  in  Grade  14,  was  established 
at  $15,000  by  Congress.  The  Undersecretary 
and  the  four  Assistant  Secretaries  were 
classified  in  Grade  14  of  the  Clerical,  Ad¬ 
ministrative  and  Fiscal  Service  and  their 
salaries  were  set  at  $7,500.)  The  highest 
classification  in  the  Professional  Service  was 
Grade  5.  Six  positions  were  allocated  in 
this  grade  at  the  minimum  rate  of  $5,200. 
One  was  the  Chief  of  the  Western  European 
Division,  who  is  charged  with  the  general 
supervision  of  all  political  and  economic  re¬ 
lations  with  European  countries.  Another 
was  the  Economic  Adviser  and  four  w’ere 
the  Senior  Assistants  to  the  Solicitor. 

The  classification  of  Assistant  Solicitors 
was  particularly  low.  Four  were  classified 
in  Grade  2  at  $2,400,  eight  were  classified 
in  Grade  3  with  salaries  ranging  from  $3,000 
to  $3,500,  and  the  remainder  were  classified 
in  Grade  4  with  the  highest  salary  $4,400. 
The  duties  of  these  legal  officers  are  of  the 
greatest  importance  and  require  expert 
knowledge  of  munipical  and  international 
law.  The  discrepancy  between  these  salaries 
and  those  customary  in  private  law  firms 
is  very  great.  One  of  the  Assistant  Solici¬ 
tors  in  the  State  Department  in  testifying 
before  the  House  Civil  Service  Committee 
on  the  Welch  bill  for  the  salary  increase  of 
certain  Civil  Service  employees^®  said  that 
if  the  present  situation  continued  the  able 
men  would  abandon  the  service,  leaving  be- 

10.  Hearing  before  the  Committee  on  the  Civil  Service, 
House  of  Representatives,  H.  R.  C518,  1928,  p.  102. 
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hind  men  of  less  energy  and  ability,  with 
the  result  that  the  government  legal  service 
would  be  staffed  by  more  or  less  inefficient 
persons.  This  officer  stated  that  four 
State  Department  attorneys  had  resigned 
during  the  past  year.  One,  who  was  re¬ 
ceiving  a  salary  of  $3,000,  was  offered  a 
position  as  professor  of  international  law 
at  a  large  university,  and  another  went  to 
an  admiralty  law  office  in  New  York  at  a 
substantial  increase  in  salary. 


The  highest  classification  in  the  Clerical, 
Administrative  and  Fiscal  Service,  not  in¬ 
cluding  the  Secretary  of  State,  the  Under¬ 
secretary  and  the  four  Assistant  Secretaries, 
was  Grade  11  at  the  time  the  1923  act  came 
into  effect.  Promotions  and  reallocations 
have,  of  course,  been  made  since  that  time. 

The  classification  of  positions  in  the  State 
Department  just  before  and  after  the  Welch 
Act  came  into  effect  is  shown  in  the  follow¬ 
ing  table: 


PROFESSIONAL  AND  SCIENTIFIC  SERVICE 


Grade 

June  30,  1928 
Original  Statute 

Number  of  Average 
Positions  Salary  Paid 

Average 
Allowed  by  Law 

Grade 

July  1,  1928 
Welch  Act 

Number  of  Average 
Positions  Salary  Paid 

Average 
Allowed  by  1 

1 

11  $1,891 

$2,100 

1 

11 

$2,072 

$2,200 

2 

9  2,489 

2,700 

2 

9 

2,733 

2,800 

3 

17  3,176 

3,300 

3 

17 

3,388 

3,400 

4 

10  4,160 

4,400 

5 

10 

4,720 

4,800 

5 

8  5,500 

5,600 

7 

8 

6,875 

7,000 

6 

2  6,000 

6,750 

8 

2 

8,000 

8,500 

CLERICAL, 

ADMINISTRATIVE  AND 

FISCAL  SERVICE 

1 

21 

$1,226 

$1,320 

1 

21 

$1,371 

$1,410 

2 

81 

1,352 

1,500 

2 

87 

1,535 

1,590 

3 

134 

1,568 

1,680 

3 

145 

1,688 

1,770 

4 

67 

1,758 

1,860 

4 

72 

2,049 

1,950 

5 

66 

1,970 

2,100 

5 

69 

2,170 

2,250 

6 

12 

2,226 

2,400 

6 

12 

2,500 

2,550 

7 

15 

2,580 

2,700 

7 

15 

2,806 

2,850 

8 

1 

3,300 

3,000 

8 

2 

3,150 

3,150 

9 

11 

3,116 

3,300 

9 

9 

3,300 

3,450 

10 

3 

3,567 

3,600 

10 

4 

3,675 

3,750 

11 

8 

4,200 

4,400 

12 

9 

4,755 

4,900 

12 

1 

5,600 

5,600 

13 

1 

6,000 

6,000 

13 

None 

.... 

.... 

14 

None 

.... 

. . . . 

14 

5 

7,500 

.... 

15 

5 

8,800 

. . . . 

14* 

1 

15,000 

.... 

16* 

1 

15,000 

. .. . 

•The 

salary  of 

the  Secretary  of  State  is  set  by  Congress 

at  $15,000  per 

annum. 
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SYSTEM  OF  APPOINTMENTS 


Because  of  the  small  size  of  its  staff, 
which  consists  of  less  than  sixty  profes¬ 
sional  officers  and  fifty  administrative  offi¬ 
cers  in  addition  to  the  clerical  and  account¬ 
ing  force,  the  State  Department  has  not 
adopted  a  system  of  selection  comparable 
to  that  used  in  the  Foreign  Service. 

Foreign  Service  candidates  have  been  re¬ 
quired  to  take  competitive  examinations 
since  1906.  Under  the  provisions  of  an 
Executive  Order  of  June  7,  1924,^^  carry¬ 
ing  out  the  provisions  of  the  Rogers  Act, 


rules  for  examination  of  candidates  are 
formulated  by  a  Board  of  Examiners  com¬ 
posed  of  three  Assistant  Secretaries  of 
State,  the  chairman  of  the  Executive  Com¬ 
mittee  of  the  Foreign  Service  Personnel 
Board,  and  the  Chief  Examiner  of  the  Civil 
Service  Commission.  Both  written  and  oral 
examinations  are  required.  The  written 
examinations  are  prepared  by  the  Civil  Ser¬ 
vice  Commission  and  approved  by  the  Board 
of  Examiners.  At  the  present  time  they 
consist  of  the  following  subjects  with  rela¬ 
tive  weights  based  on  a  scale  of  nineteen: 


Subjects  Weights 

1.  International,  maritime  and  commercial  law  .  3 

2.  Arithmetic  .  2 

3.  Modern  languages  (French,  German  or  Spanish)  .  1 

4.  Natural,  industrial  and  commercial  resources  of  the  United  States  .  4 

5.  Political  economy  .  2 

6.  Political  and  commercial  geography  .  3 

7.  American  history,  government  and  institutions  .  2 

8.  Modern  history  (since  1850)  of  Europe,  Latin  America,  and  the  Far  East  ....  2 

Total  .  19 


The  written  examination  consists  for  the 
most  part  of  specific  questions  intended  to 
test  the  knowledge,  rather  than  merely  the 
capacity,  of  candidates.  Incidentally,  this 
has  had  the  effect  of  encouraging  candidates 
to  prepare  at  tutoring  schools  which  special¬ 
ize  in  Foreign  Service  examinations.  Under 
the  present  regulations  the  written  portion 
of  the  examination  is  held  at  the  offices  of 
the  Civil  Service  district  secretaries  in  At¬ 
lanta,  Boston,  Chicago,  Cincinnati,  Denver, 
New  Orleans,  New  York,  Philadelphia,  St. 
Paul,  St.  Louis,  San  Francisco,  Seattle  and 
Washington.  A  majority  of  candidates  have 
taken  the  examination  in  Washington,  how¬ 
ever,  and  a  large  number  of  those  accepted 
for  appointment  have  prepared  at  tutoring 
schools. 

The  grades  made  by  candidates  in  the 
written  tests  are  communicated  to  them  and 
they  are  informed  of  the  date  on  which 
they  may  appear  in  Washington  to  complete 
the  examination  by  taking  the  oral  tests 
and  a  physical  examination.  While  every 
candidate  is  entitled  to  take  the  oral  ex¬ 
amination  those  who  have  not  received  pass¬ 
ing  grades  in  the  written  tests  are  not  en- 

11.  As  amended  by  Executive  Order  of  February  26,  1928 
and  Departmental  Order  of  same  date. 


couraged  to  appear  for  the  orals.  The 
Board  of  Examiners  conducts  the  oral  ex¬ 
amination  at  the  Department  of  State.  In 
general  the  Board  attempts  to  determine 
the  capacity  and  fitness  of  candidates  for 
duty  in  the  Foreign  Service. 

Appointments  are  made  from  the  eligible 
list  of  those  who  have  passed  the  examina¬ 
tion  as  vacancies  occur  in  the  Service.  Fol¬ 
lowing  appointment,  the  new  officers  are 
assigned  to  the  Department  for  a  period  of 
several  months  where  they  undergo  a  spe¬ 
cial  course  of  training  in  the  Foreign  Ser¬ 
vice  School,  established  by  the  Executive 
Order  of  June  7,  1924.  Lectures  are  given 
by  Department  officers  and  Foreign  Service 
officers  and  the  members  of  each  new  group 
are  assigned  for  short  periods  to  the  dif¬ 
ferent  divisions  in  the  Department  in  order 
that  they  may  familiarize  themselves  with 
its  work.  New  appointees  are  placed  in  the 
unclassified  grade. 

The  State  Department  has  developed  no 
comparable  system  for  recruiting  promising 
material.  The  lower  grades,  the  clerical 
and  routine  accounting  positions,  are  filled 
from  Civil  Service  lists  after  competitive 
examination.  But  the  requirements  for 
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these  minor  positions  are  not  exacting  and 
very  few  successful  candidates  have  the 
necessary  qualifications  or  the  education  to 
fit  them  for  the  higher  professional  posi¬ 
tions.  Those  with  exceptional  ability  have 
had  and  always  should  have  an  opportunity 
to  advance  to  the  higher  ranks,  but  the  pro¬ 
fessional  service  cannot  depend  entirely 
upon  the  clerical  force  for  its  best  material. 

Appointments  to  higher  professional  posi¬ 
tions  in  the  Department  may  be  made  with¬ 
out  any  examination.  This  is  possible 
under  Civil  Service  rules,  which  except  cer¬ 
tain  types  of  positions.  The  Civil  Service 
Commission  has  approved  two  lists  of  “ex¬ 
cepted”  positions,  one  known  as  “Schedule 
A,”  which  includes  positions  which  may  be 
filled  without  any  examination  and  the  other 
known  as  “Schedule  B”  which  includes  posi¬ 
tions  which  may  be  filled  after  a  non-com¬ 
petitive  examination. 

The  State  Department  has  been  allowed 
two  general  exceptions  under  “Schedule  A” : 
“officers  to  aid  in  important  drafting,”  and 
assistant  solicitors.  Both  may  be  appointed 
without  any  examination.  Assistant  solici¬ 
tors  serving  in  several  of  the  other  depart¬ 
ments  are  likewise  exempted  from  examina¬ 
tion,  apparently  because  it  is  difficult  to 
secure  legal  specialists  from  the  Civil  Ser¬ 
vice  lists.  No  exception  comparable  to  the 
drafting  officers  in  the  Department  of  State 
exists,  however,  in  the  other  departments. 
The  definition  of  a  drafting  officer  has  re¬ 
mained  extremely  vague.  He  may  be  the 
chief  of  an  important  geographical  division, 
or  he  may  be  a  young  subordinate  officer 
in  any  of  the  political  or  economic  sections 
of  the  Department. 

The  State  Department  has  not  regarded 
the  use  of  competitive  civil  service  examina¬ 
tions  practicable  for  appointment  of  draft¬ 
ing  officers  because  of  the  small  number  of 
positions  which  are  open  at  any  one  time, 
and  because  of  the  special  qualifications 
required. 

Relatively  few  appointments  to  the  pro¬ 
fessional  grades  and  the  higher  administra¬ 
tive  grades  have  been  made  during  the  past 
few  years.  The  majority  of  these  have  been 
necessitated  by  resignations.  In  the  higher 
professional  positions,  practically  all  of  the 
appointments  have  been  made  under 
“Schedule  A”  without  any  examination  by 


the  Civil  Service  Commission.  Since  July  1, 
1924,  the  Department  has  appointed  twenty- 
nine  drafting  officers  (five  by  promotion 
from  clerical  grades)  and  three  Assistant 
Solicitors.  Some  of  the  drafting  officers 
have  been  assigned  to  the  Solicitor  and  are 
serving  in  his  office  as  Assistant  Solicitors. 
These  appointments  may  be  made  on  the 
recommendation  of  a  chief  of  division  with 
the  approval  of  the  Undersecretary  and 
usually  one  or  more  of  the  Assistant 
Secretaries. 

While  the  Civil  Service  Commission  has 
acquiesced  in  the  exemption  of  drafting 
officers  from  competitive  examinations,  it 
has  not  done  so  without  protest.  The  com¬ 
mission  recognizes  that  exceptions  are  often 
legitimate  and  that  in  individual  cases  they 
may  not  be  able  to  provide  a  qualified  list 
of  candidates.  It  maintains,  however,  that 
most  of  the  drafting  officers  in  the  Depart¬ 
ment  of  State  could  be  supplied  by  competi¬ 
tive  examination.  The  commission  called 
this  matter  to  the  attention  of  the  Secretary 
of  State  more  than  two  years  ago,  but  has 
never  received  an  official  reply  from  the 
Department.  A  check  up  of  “excepted” 
positions  permitted  other  executive  depart¬ 
ments  reveals  no  such  general  exceptions 
or  exemptions. 

The  higher  professional  positions  in  the 
Bureau  of  Foreign  and  Domestic  Commerce, 
for  example,  are  filled  by  non-competitive 
examination.  When  the  director  of  the 
bureau  wishes  to  fill  a  vacancy  in  the  higher 
professional  grades,  he  sends  to  the  Civil 
Service  Commission  full  information  as  to 
the  nature  of  the  job  and  the  qualifications 
and  training  required  of  the  candidate  or 
candidates.  If  the  director  names  only  one 
candidate,  and  if  his  qualifications  are  satis¬ 
factory,  the  Civil  Service  Commission 
authorizes  the  appointment;  if  there  is 
more  than  one  candidate,  an  oral  examina¬ 
tion  may  be  held  by  the  commission  in  co¬ 
operation  with  the  Bureau  of  Foreign  and 
Domestic  Commerce.  A  committee  com¬ 
posed  of  a  representative  of  the  commission, 
a  representative  of  the  bureau  and  two  or 
three  outstanding  authorities  examines  the 
candidates  and  recommends  those  that 
qualify. 

In  regard  to  the  exemption  of  solicitors, 
several  other  departments  have  placed  their 
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attorneys  under  the  Civil  Service.  For  ex¬ 
ample,  the  attorneys  in  the  Prohibition 
Service  of  the  Treasury  and  the  Interstate 
Commerce  Commission  are  now  subject  to 
competitive  examinations.  These  depart¬ 
ments  are  apparently  satisfied  with  the 
candidates  who  have  applied. 

Not  all  of  the  higher  professional  posi¬ 
tions  in  the  State  Department  have  been 
filled  by  drafting  officers  exempted  from 
Civil  Service  examinations.  During  the  first 
ten  months  of  1928,  six  new  appointments 
were  made  in  the  Professional  and  Scientific 
Service ;  three  of  these  were  appointed  after 
competitive  examination,  and  three  were 
appointed  without  examination. 

During  the  past  year  the  Department  has 
sent  the  Civil  Service  Commission  a  de¬ 
tailed  description  of  each  drafting  officer 
position  to  be  filled  and  the  qualifications 
of  the  appointee.  This  is  in  effect  the  pro¬ 
cedure  followed  by  some  of  the  other  de¬ 
partments  for  appointments  under  “Schedule 
B.” 

The  present  system  of  appointments  does 
not  effectively  provide  for  selection  of  young 
officers  qualified  for  the  higher  grades. 
Although  the  State  Department  attempted 
to  introduce  a  competitive  examination  for 
“Junior  State  Department  Officers”  in  1928, 
it  has  not  actually  appointed  more  than 
one  officer  under  this  plan.  The  examina¬ 


tion  was  intended  to  establish  a  register  of 
persons  especially  qualified  for  the  work  of  \ 
the  Department  in  general,  and  for  the 
following  activities  in  particular; 

1.  To  engage  in  a  study  of  problems  involving 
political,  economic,  and  legal  questions. 

2.  To  prepare  a  memorandum  embodying  the 
results  of  these  studies  for  the  use  of  the 
officers  in  the  Department  and  for  the  per¬ 
manent  records. 

3.  To  prepare  for  the  signature  of  competent 
officers  of  the  Department  correspondence 
relating  to  the  foregoing  questions. 

The  entrance  grade  of  Junior  State  De¬ 
partment  Officers  was  to  correspond  to 
Grade  1,  the  lowest  grade  in  the  Profes¬ 
sional  and  Scientific  Service.  It  was  pro¬ 
posed  that  these  Junior  Officers  be  advanced 
to  the  higher  professional  grades  when 
vacancies  occurred  and  as  their  efficiency 
ratings  warrant. 

On  January  27,  1928  the  Civil  Service 
Commission  published  an  announcement  for 
competitive  examination  for  Junior  State 
Department  Officers.  Candidates  were  re¬ 
quired  to  be  under  thirty  years  of  age  and 
graduates  of  a  college  or  university  of 
recognized  standing.  Senior  students  of  > 
such  institutions,  however,  were  permitted 
to  take  the  examination,  but  could  not  be 
appointed  until  after  their  graduation.  The 
requirements  called  for  a  written  and  an 
oral  examination  covering  four  subjects, 
with  the  following  weights: 


1. 

2. 


4. 


Subject  Weights 

American  history  .  30 

Diplomatic  history  .  15 

Elementary  international  law,  economics,  finance,  commercial  geography 

and  statistics  .  25 

English  composition  .  30 


Total 


100 


The  examination  provided  for  optional 
language  tests. 

The  written  examination  could  be  taken 
in  any  city  named  on  the  Civil  Service  list. 
Competitors  attaining  an  eligible  average 
on  the  written  examination  may  be  required 
to  report  for  an  oral  examination  to  be  held 
at  points  as  convenient  for  the  candidate 
as  conditions  permit.  The  purpose  of  the 
oral  examination  was  to  determine  the  ap¬ 
plicants’  personal  characteristics,  adapta¬ 
bility,  keenness  and  quickness  of  under¬ 
standing,  observation,  judgment  and  dis¬ 
cretion.  A  competitor  who  failed  to  pass 


the  oral  test,  which  was  an  essential  part 
of  the  examination,  would  not  be  eligible 
for  appointment. 

The  first  examination  was  held  in  May, 
1928.  Two  hundred  and  thirty-two  appli¬ 
cations  were  received  by  the  Civil  Service 
Commission  and  156  candidates  were  ex¬ 
amined,  of  whom  108  passed.  Due  to  the 
fact  that  the  State  Department  was  with¬ 
out  sufficient  funds  for  employing  new  offi¬ 
cers,  only  one  was  appointed.  The  entrance 
salary  for  Junior  State  Department  Officers 
was  set  at  $1,860  a  year. 
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PROMOTIONS 


State  Department  officers  and  employees 
in  the  classified  service  may  be  advanced  in 
two  ways;  they  may  be  promoted,  i.  e., 
their  salaries  may  be  increased  within  the 
limits  of  their  existing  grade,  or  they  may 
be  raised  to  a  higher  grade  which  involves 
more  responsible  duties  and  calls  for  re¬ 
classification. 

Under  Civil  Service  rules  promotion  is 
based  on  the  merit  principle.  The  task  of 
determining  the  relative  efficiency  of  thou¬ 
sands  of  employees  in  the  classified  service, 
however,  has  proved  extremely  difficult  and 
the  uniform  system  worked  out  by  the  Bu¬ 
reau  of  Efficiency  and  the  Personnel  Classi¬ 
fication  Board  has  apparently  been  far  from 
satisfactory.  The  difficulty  arises  from  the 
fact  that  all  employees  in  the  same  grade, 
for  example.  Grade  4  of  the  Clerical  Ser¬ 
vice,  are  regarded  as  forming  a  single 
“competitive  group”  for  promotion  pur¬ 
poses — although  the  hundred  or  more  clerks 
in  this  grade  may  be  distributed  among 
twenty  bureaus  or  divisions  in  the  State 
Department  where  they  are  marked  for 
efficiency  by  twenty  different  rating  and  re¬ 
viewing  officers,  usually  chiefs  of  these 
divisions  or  bureaus.  It  is  obvious  that  the 
ratings  given  by  one  reviewing  officer  for 
Grade  4  clerks  directly  under  his  supervi¬ 
sion  may  not  correspond  with  those  given 
by  another  reviewing  officer  in  another  di¬ 
vision  for  the  same  degree  of  efficiency. 
The  chief  of  each  division  can  only  deter¬ 
mine  the  relative  efficiency  of  the  clerks  or 
assistants  who  are  directly  under  his  super¬ 
vision.  He  has  no  basis  for  comparing  their 
work  with  that  of  other  clerks  in  the  same 
grade  in  another  division.  In  fact  the 
actual  duties  even  of  the  clerks  in  a  single 
grade  or  “competitive  group”  may  vary 
greatly  in  the  different  bureaus  and  offices. 
And  in  the  professional  grades  there  are 
scarcely  two  officers  who  are  performing 
precisely  the  same  duties. 

The  ratings  are  prepared  once  a  year  on 
the  basis  of  a  uniform  “graphic  rating 
scale”  devised  by  the  Bureau  of  Efficiency. 
This  scale  contains  fifteen  “service  ele¬ 
ments,”  a  certain  number  of  which  apply 
to  each  grade  of  employee.  One  element 
considers  “accuracy;  ability  to  produce 


work  free  from  error;  ability  to  detect 
errors.”  Another  element  considers  “initia¬ 
tive;  resourcefulness — ”;  another  “organ¬ 
izing  ability,”  etc.  The  rating  officer  is 
required  to  mark  each  element  on  a  scale 
ranging,  in  case  of  the  “accuracy”  element, 
from  “highest  possible  accuracy”  through 
“careful”  to  “practically  worthless.” 

These  rating  sheets  are  submitted  to  a 
Board  of  Review  composed  of  an  Assistant 
Secretary  of  State,  the  Executive  Officer  of 
the  Department,  the  Chief  Clerk,  and  two 
other  officers.  The  Board  is  required  to 
adjust  the  ratings  received  from  each  re¬ 
viewing  officer  to  the  end  that  they  may 
properly  reflect  the  relative  efficiency  of  the 
employees  in  each  “competing  group,”  i.  e., 
each  grade.  In  other  words  the  Board  of 
Review  must  reduce  the  ratings  of  Grade 
4  clerks  in  the  twenty  different  divisions  to 
a  common  denominator.  This  can  only  be 
done  by  establishing  an  arbitrary  “average” 
efficiency,  and  by  raising  or  lowering  all  the 
ratings  of  each  division  so  that  the  “aver¬ 
age”  in  each  case  corresponds.  The  Bureau 
of  Efficiency  has  devised  a  mathematical 
formula  for  achieving  this  basis  of  compari¬ 
son.  The  experience  of  the  State  Depart¬ 
ment  would  seem  to  show  that  it  cannot 
reflect  the  actual  individual  efficiency  of  em¬ 
ployees,  and  does  not  afford  a  satisfactory 
basis  for  promotion.  During  the  hearings 
on  a  new  compensation  bill  to  amend  the 
Welch  Act,  the  suggeston  was  made  that  all 
federal  emplo3^ees  be  guaranteed  a  small 
increase  each  year  if  their  work  were  satis¬ 
factory. 

While  eligibility  for  promotion  is  estab¬ 
lished  on  the  basis  of  the  final  efficiency 
ratings,  actual  promotion  cannot  be  made 
unless  funds  are  available  to  cover  salary 
increases.  During  the  past  four  or  five 
years  the  State  Department  has  not  been 
able  to  secure  the  necessary  appropriations 
to  advance  officers  and  employees  who  were 
entitled  to  promotion.  The  total  annual 
increase  permitted  by  appropriations  in  1927 
was  $8,380,  divided  among  ninety-six  officers 
and  employees — an  average  increase  of  ap¬ 
proximately  $87  for  each  person  promoted. 
The  average  increase  for  nineteen  officers 
who  were  promoted  in  the  Professional  and 
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Scientilic  Service  was  approximately  $158; 
the  average  increase  for  sixty-eight  em¬ 
ployees  in  the  Clerical,  Administrative  and 
Fiscal  Service  was  about  $70.  The  total 
annual  increase  permitted  in  1926  was 
$14,600,  distributed  among  212  officers  and 
employees;  in  1925  it  was  $12,680,  dis¬ 
tributed  among  108  employees,  and  in  1924 
it  was  $18,260,  distributed  among  118  em¬ 
ployees.  In  each  of  these  years  at  least 
twice  as  many  employees  were  eligible  to 
promotion. 

In  considering  salary  appropriations  for 
the  various  departments  Congress  has 
adopted  a  rule  that  the  average  salary  of 
all  the  employees  in  any  one  grade  shall 
not  exceed  the  average  for  that  grade  per¬ 
mitted  by  the  law.  It  will  be  recalled  that 
there  are  a  number  of  salary  steps  in  each 
grade.  For  example.  Grade  4  of  the  Pro¬ 
fessional  and  Scientific  Service  provides  for 
seven  steps,  with  compensation  as  follows: 
$3,800,  $4,000,  $4,200,  $4,400,  $4,600, 

$4,800,  $5,000.  The  average  for  this  grade 
is  $4,500.  The  rule  was  intended  to  prevent 
all  employees  in  one  grade  from  being  placed 
in  the  highest  salary  group.  When  there  are 
very  few  employees  in  one  grade  this  rule 
often  works  to  prevent  the  departments  from 
paying  the  maximum  salary.  In  the  State 
Department  there  are  only  two  officers  in 
the  highest  grade  of  the  Professional  Service 
at  the  present  time:  the  Chief  of  the  Far 
Eastern  Division  and  the  Economic  Adviser. 


Under  the  rule  both  of  these  may  not  be 
promoted  to  the  highest  salary  step  even 
though  they  may  deserve  promotion.  If  one 
is  placed  in  the  highest  group  the  other 
would  be  required  to  go  into  the  lowest 
group,  to  maintain  the  average  provision. 

The  situation  in  the  Department  as  a 
whole  was  brought  out  in  the  hearings  be¬ 
fore  the  Appropriation  Committee  in  1927^’ 
when  Assistant  Secretary  Carr  testified 
that  503  out  of  632  employees  in  the  State 
Department,  or  79  per  cent,  were  receiving 
salaries  below  the  average  compensation 
for  their  grades.  The  result,  he  said,  was 
an  unsatisfactory  morale  and  a  large  turn¬ 
over  in  personnel. 

In  1928  it  would  have  required  $67,690  to 
raise  to  the  average  of  the  grade  the  com¬ 
pensation  of  those  employees  receiving  less 
than  the  average.  The  Department,  how¬ 
ever,  was  permitted  to  ask  for  only  $20,000 
by  the  Bureau  of  the  Budget.  This  amount 
would  make  it  possible  to  raise  one  step 
half  the  number  of  employees  receiving  less 
than  the  average  salary  for  their  grade. 

In  January  1928  the  average  salary  paid 
in  each  grade  of  the  Professional  and  Scien¬ 
tific  Service  and  each  grade  of  the  Clerical, 
Administrative  and  Fiscal  Service,  without 
exception,  was  below  the  average  allowed 
by  the  rule.  In  most  of  the  grades  the  aver¬ 
age  compensation  of  State  Department  em¬ 
ployees  was  below  the  average  of  other 
executive  departments  in  Washington. 


RECLASSIFICATION  OF  PERSONNEL 


The  second  method  of  advancing  officers 
and  employees  is  by  reallocation  in  a  higher 
grade.  Reclassification  of  positions  may  be 
made  at  the  request  of  the  Department.  All 
applications  are  received  by  the  Personnel 
Classification  Board  and  investigated  by  a 
special  agent  of  the  Board.  During  the  past 
four  years  the  State  Department  has  re¬ 
quested  and  received  a  number  of  reclassifi¬ 
cations.  Seventy-six  classifications  were 
approved  in  1924,  sixty-six  in  the  Clerical, 
Administrative,  and  Fiscal  Service,  and  nine 
in  the  Professional  and  Scientific  Service. 
The  total  yearly  increase  was  $15,500.  In 
1925  ninety-three  reclassifications  were  ap¬ 
proved,  of  which  twelve  were  in  the  Profes¬ 
sional  and  Scientific  Service.  In  1926 
eighty-seven  reclassifications  were  approved 


with  eight  in  the  Professional  and  Scientific 
Service,  and  in  1927  forty-nine  were  ap¬ 
proved,  four  of  which  were  in  the  Profes¬ 
sional  and  Scientific  Service. 

During  1928,  however,  a  study  was  made 
of  the  classification  of  positions  in  the  De¬ 
partment  and  a  number  of  flagrant  cases 
of  under-classification  were  reported  by  the 
Executive  Officer.  Because  of  inadequate 
appropriations  the  Department  frequently 
did  not  reque.st  the  proper  classification  of 
positions  which  it  felt  warranted  higher  sal¬ 
ary  grades.  The  result  was  that  a  number 
of  employees  in  the  Department  were  doing 
a  higher  grade  of  work  at  a  lower  salary 
than  that  to  which  they  were  entitled.  In 

12.  Hearings  before  the  Suheommitlee  of  the  House  Com- 
iniltee  on  Appropriations — Appropriations  for  tha  Department 
of  State,  1929,  p.  43. 
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recent  years  it  has  been  customary  to  de¬ 
fray  the  expenses  of  the  few  reclassifica¬ 
tions  which  have  been  possible  from  small 
sums  which  were  saved  from  resignations 
and  transfers.  Until  very  recently  the 
State  Department  maintained,  apparently 
without  any  justification,  that  it  was  not 
in  a  position  to  send  over  requests  for  re¬ 
allocations  in  any  great  amount  unless  there 
was  some  prospect  of  having  funds  to  pay 
the  increased  salaries.  In  holding  up  re¬ 
allocations,  however,  the  Department  faced 
the  possibility  of  having  its  employees  ap¬ 
peal  to  the  Personnel  Classification  Board 
over  its  head.  The  effect  on  the  morale  of 
the  Department  and  its  general  efficiency  as 
a  result  of  this  situation  is  obvious,  and 
during  1928  the  Department  requested  suffi¬ 
cient  appropriations  to  cover  necessary  re¬ 
allocations.  These  appropriations,  requested 
in  a  supplemental  bill  for  1929,  were  disal¬ 
lowed  by  the  Bureau  of  the  Budget. 

The  effect  of  the  Department’s  failure  to 
secure  proper  reallocations  and  its  failure 
to  secure  adequate  appropriations  for  pro¬ 
motions  is  reflected  in  part  in  the  large 
number  of  resignations. 


STATEMENT  OF  RESIGNATIONS  IN 
DEPARTMENT  OF  STATE  FOR 
THE  FISCAL  YEAR  1927 


Service  Grade 

Number 

Per  Cent  of 
Resignations 
in  Grade* 

P&S — Grade  6 

.  1  . 

.  50% 

Grade  5 

.  1  . 

.  12%% 

Grade  3 

.  2  . 

.  9% 

Grade  1 

.  2  . 

.  40% 

SP — Grade  5 

.  1  . 

. 100% 

Grade  4 

.  2  . 

. 100% 

Grade  3 

.  2  . 

. 100% 

Grade  2 

.  1  . 

. 100% 

CAF — Grade  8 

.  1  . 

. 100% 

Grade  6 

. : .  1  . 

.  8% 

Grade  5 

.  6  . 

.  9% 

Grade  4 

.  7  . 

.  10% 

Grade  3 

.  24  . 

.  16% 

Grade  2 

.  48  . 

.  47% 

Grade  1 

.  24  . 

. 100% 

Total 

Number  138  . 

.  23% 

*NOTE:  The  percentages  listed  are  based  on 
the  number  of  persons  in  each  grade  in  May  1928. 

This  condition  has  existed  for  a  number 
of  years.  The  percentage  of  resignations 
throughout  the  Department  as  a  whole  has 
varied  from  20  to  25  per  cent  in  practically 
every  year  since  1920.  The  turnover  in 
the  higher  positions  which  are  charged  with 
the  direction  of  policy  and  the  administra¬ 
tion  of  the  Department  has  been  even 


greater,  and  the  effect  more  serious,  be¬ 
cause  of  the  fact  that  Foreign  Service  offi¬ 
cers  detailed  to  the  Department  are  re¬ 
quired  to  return  to  the  field,  under  the 
provisions  of  the  Rogers  Act,  within  four 
years. 

A  comparison  of  the  personnel  in  these 
important  positions  in  1924  and  in  1928 
reveals  a  startling  turnover.  On  January 
1,  1924  the  higher  positions  were  filled  by 
sixty  Foreign  Service  officers  detailed  to  the 
Department  and  fifty  State  Department  offi¬ 
cers  receiving  $3,000  or  more — a  total  of 
110  officers.  On  January  1,  1928  four  years 
later,  not  more  than  thirty  of  these  officers 
were  still  serving  in  the  Department. 
Twenty-three  of  the  fifty  State  Department 
officers  had  resigned,  or  had  left  the  De¬ 
partment  to  enter  another  branch  of  the 
government  service,  and  practically  all  of 
the  sixty  Foreign  Service  officers  had  been 
required  to  return  to  the  field.  The  turn¬ 
over  in  these  important  positions  during  the 
four-year  period  between  1924  and  1928 
was,  therefore,  approximately  73  per  cent. 

The  twenty-three  State  Department  offi¬ 
cers  who  had  resigned  or  left  the  Depart¬ 
ment  between  1924  and  1928  included: 

The  Undersecretary, 

Three  Assistant  Secretaries, 

The  Solicitor  for  the  Department  of  State, 
The  Chief  of  the  Division  of  Publications, 
The  Chief  of  the  Division  of  Far  Eastern 
Affairs, 

The  Assistant  Chief  of  the  Division  of  Far 
Eastern  Affairs, 

The  Chief  Clerk, 

Fourteen  drafting  officers,  including  five  As¬ 
sistant  Solicitors. 

The  sixty  Foreign  Service  officers  who 
were  required  to  return  to  the  field  or  who 
resigned  from  the  service,  held  the  follow¬ 
ing  positions  in  1924:  Chief  of  the  Latin 
American  Division  (later  promoted  to  As¬ 
sistant  Secretary  of  State),  the  Assistant 
Chief  and  six  officers  in  this  division;  the 
Chief  of  the  Near  Eastern  Division,  the 
Assistant  Chief  and  three  officers ;  the  Chief 
of  the  Eastern  European  Division,  the  As¬ 
sistant  Chief  and  two  officers;  the  Chief  of 
the  Mexican  Division  and  two  officers;  the 
Chief  of  the  Visa  Office  and  the  Assistant 
Chief;  Assistant  Chief  of  the  Consular  Bu¬ 
reau  (now  the  Division  of  Foreign  Service 
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Administration)  and  nine  officers;  the  re¬ 
mainder  were  serving  in  other  divisions  and 
bureaus  of  the  Department, 

The  positions  vacated  by  these  Foreign 
Service  officers  have  been  filled  almost  en¬ 
tirely  by  new  men  called  in  from  the  field 
who  will  likewise  be  required  to  leave  the 


Department  within  four  years.  The  posi¬ 
tions  left  vacant  by  the  resignation  of  State  j 
Department  officers  have  been  filled  either 
by  promotion,  by  transfer  of  Foreign  Ser¬ 
vice  officers  or  by  new  appointments.  A 
majority  of  the  new  appointments  have  been 
made  without  examination. 


THE  NEED  FOR  ADDITIONAL  APPROPRIATIONS 


During  the  past  ten  years  the  duties  of 
the  Department  of  State  have  increased 
enormously.  The  effect  of  America’s  new 
position  in  world  affairs  has  been  felt  in 
practically  every  division  of  the  State  De¬ 
partment,  where  the  volume  of  work  has 


almost  doubled  since  before  the  war.  The 
following  table,  showing  the  increase  in  the 
correspondence  handled  by  the  Department 
between  1916-1917  and  1926-1927,  indicates 
in  a  general  way  the  extent  to  which  the 
work  of  the  Department  has  increased; 


Fiscal  Year 

Incoming 

Outgoing 

Unrecorded 

Passport 

Total 

1916-1917  . 

.  157,686 

110,304 

288,429 

556,419 

1917-1918  . 

.  210,793 

147,117 

385,542 

743,452 

1918-1919  . 

.  232,973 

163,130 

472,250 

868,353 

1919-1920  . 

.  209,055 

141,751 

389,369 

740,195 

1920-1921  . 

.  200,369 

124,522 

361,214 

686,105 

1921-1922  . 

.  228,918 

129,349 

454,385 

129,568* 

942,220 

1922-1923  . 

.  266,275 

122,670 

450,855 

124,678* 

964,478 

1923-1924  . 

.  248  428 

120,892 

486,615 

144,385* 

1,000,320 

1924-1925  . 

.  360,556 

156,317 

434,630 

98,354* 

1,034,901 

1925-1926  . 

.  466,365 

166,689 

463,041 

1,096,365 

1926-1927  . 

.  496,613 

179,547 

504,705 

1,180,865 

•Figures  furnished  by  Passport 

Division.  Records 

of  that  Division 

turned  over  to 

the  Index  Bureau 

on  April  1,  1925, 


This  increase  in  work  has  not  been  accom¬ 
panied  by  an  increase  in  appropriations  suffi¬ 
cient  to  permit  the  Department  to  meet  its 
growing  needs.  In  1920  the  appropriations 
for  the  Department  of  State  in  Washington 
were  approximately  ?1, 334,000.  For  the 
current  year,  1929,  they  are  approximately 
$1,464,000,  During  the  same  period  the 
appropriations  for  the  Foreign  Service  have 
actually  decreased  from  $10,578,000  to 
$9,396,000.13 

According  to  the  Department,  these  ap¬ 
propriations  have  not  been  sufficient  to  en¬ 
able  it  to  function  as  it  should.  As  already 
shown,  the  Department  has  been  handi¬ 
capped  in  building  up  a  strong  permanent 
staff ;  it  has  not  been  able  to  make  the  num¬ 
ber  of  new  appointments  that  were  con¬ 
sidered  necessary;  it  has  not  been  able  to 
provide  for  promotions  and  reallocations  of 
its  employees  to  bring  the  salaries  up  to 
the  average  permitted  by  the  law,  and  it 
has  not  been  able  to  replace  Foreign  Service 
officers  in  the  Department, 

13.  Cf.  Appendix  for  complete  statement  of  appropriations 
for  the  Department  of  State,  1919  to  1929. 


In  addition  to  the  question  of  personnel, 
the  Department  claims  to  have  been  unable 
to  meet  many  other  pressing  needs,  both  in 
Washington  and  in  the  field.  Among  the 
more  important  needs,  the  following  may  be 
mentioned. 

TREATY 

DIVISION 

The  Department  has  found  it  exceedingly 
difficult  to  create  new  divisions  or  bureaus 
in  Washington,  when  needed,  or  to  enlarge 
already  existing  divisions.  For  example, 
until  1928  the  State  Department  had  not 
been  able,  with  its  existing  personnel,  to 
give  adequate  attention  to  concluding  new 
commercial  treaties  for  a  number  of  years. 
Only  five  such  treaties  were  concluded  be¬ 
tween  1922  and  1928,  despite  the  fact  that 
new  treaties  were  urgently  required  to  meet 
new  conditions.  Of  twenty-six  commercial 
treaties  to  which  the  United  States  was  a 
party  at  the  close  of  the  war,  twenty  were 
concluded  prior  to  1885  and  some  of  these 
prior  to  1850.  At  the  present  time  the 
United  States  has  no  commercial  treaties 
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with  a  number  of  important  countries,  in¬ 
cluding  the  new  countries  which  owe  their 
existence  to  the  war  settlement. 

The  treaty  work  of  the  Department  had 
been  divided  for  a  number  of  years  among 
several  divisions  and  bureaus,  principally 
the  Office  of  the  Solicitor,  the  Office  of  the 
Economic  Adviser  and  the  different  geo¬ 
graphical  divisions.  This  decentralization 
had  resulted  in  some  confusion  which  had 
made  it  almost  impossible  for  the  Depart¬ 
ment  even  to  keep  up  to  date  lists  of  all 
treaties  and  other  international  agreements 
between  the  United  States  and  foreign 
countries. 

Inadequate  appropriations,  however,  had 
made  it  difficult  for  the  Departm.ent  to  re¬ 
organize  its  treaty  work.  During  1928  an 
effort  was  finally  made  to  organize  a  Treaty 
Division  which  would  bring  together  in  one 
office  the  work  which  had  formerly  been 
handled  in  half  a  dozen  divisions  and  bu¬ 
reaus.  It  was  proposed  that  this  division 
should  be  responsible  for  the  drafting  of 
treaties  and  conventions,  collecting  com¬ 
plete  sets  of  all  treaties  in  force  to  which 
the  United  States  was  a  party,  maintaining 
up  to  date  lists  of  all  treaties,  collecting  and 
keeping  in  available  form  information  re¬ 
garding  the  application  and  status  of 
treaties,  etc. 

Because  appropriations  were  not  avail¬ 
able  for  additional  officers  in  the  Depart¬ 
ment  at  the  time  this  division  was  created, 
the  staff  was  composed  entirely  of  officers 
transferred  from  other  bureaus  of  the  De¬ 
partment.  The  Chief  of  the  Division  and 
one  law  officer  were  transferred  from  the 
Solicitor’s  Office;  the  Assistant  Chief  was 
transferred  from  the  Office  of  the  Economic 
Adviser.  A  drafting  officer  was  transferred 


from  the  office  of  one  of  the  Assistant  Sec¬ 
retaries.  One  archivist  was  transferred 
from  the  Division  of  Publications  and  the 
other  from  the  Consular  Commercial  Office. 
While  these  officers  had  been  devoting  a 
part  of  their  time  to  treaty  work  before 
the  creation  of  the  new  division,  they  had 
also  performed  other  duties.  The  Depart¬ 
ment  was  not  able,  however,  to  replace  the 
positions  in  the  other  divisions  and  bureaus 
from  which  these  officers  had  been  removed. 

The  Department  was  forced  to  follow  the 
same  procedure  in  creating  the  Protocol 
Division,  which  was  established  in  1928  to 
deal  with  all  matters  of  ceremony  and  pre¬ 
cedence.  This  work  had  formerly  been 
scattered  among  a  number  of  divisions  and 
bureaus. 

Many  of  the  other  divisions  have  been 
undermanned  for  several  years,  and  have 
been  barely  able  to  keep  abreast  of  current 
work.  In  order  to  carry  on,  many  of  these 
divisions  and  bureaus  have  been  required  to 
work  overtime,  although  the  officers  and  em¬ 
ployees  receive  no  additional  compensation 
for  this  extra  work.  The  Division  of  Far 
Eastern  Affairs,  which  deals  with  all  po¬ 
litical  and  economic  questions  relating  to 
China,  Japan,  Siam  and  the  Far  Eastern 
possessions  of  European  nations,  has  had 
only  four  officers  and  three  clerks.  The 
staff  of  the  Division  of  Western  European 
Affairs  has  been  composed  of  nine  officers 
and  six  clerks.  The  Division  of  Latin  Am¬ 
erican  Affairs  has  been  staffed  by  ten  offi¬ 
cers  and  five  clerks.  The  Division  of  Near 
Eastern  Affairs  has  had  six  officers  and  five 
clerks.  The  Division  of  Mexican  Affairs  has 
had  four  officers  and  four  clerks;  the  Divi¬ 
sion  of  Eastern  European  Affairs  five  offi¬ 
cers  and  four  clerks. 


THE  OFFICE  OF  THE  SOLICITOR 


The  Office  of  the  Solicitor,  which  handles 
all  questions  of  international  law,  all  claims 
and  other  legal  matters,  has  had  from 
twenty-one  to  twenty-five  legal  assistants. 
This  staff  has  not  been  sufficient  to  permit 
the  State  Department  to  supervise  the  hand¬ 
ling  of  cases  before  international  commis¬ 
sions  in  which  the  United  States  was  con¬ 
cerned.  In  all  such  cases,  the  government 
has  been  forced  to  hire  special  counsel  at 
relatively  large  salaries.  At  the  present 


time  the  United  States  is  represented  by 
special  counsel  on  a  number  of  international 
claims  commissions  and  boundary  commis¬ 
sions.  The  salaries  of  American  commis¬ 
sioners  on  the  two  Claims  Commissions, 
United  States  and  Mexico;  the  International 
Boundary  Commission,  United  States  and 
Mexico;  the  International  Joint  Commis¬ 
sion,  United  States  and  Canada;  the  Ger- 
man-American  Mixed  Claims  Commission, 
and  similar  bodies,  range  from  $7,500  a  year 
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to  $12,000.  The  salary  of  the  Solicitor  for 
the  State  Department,  on  the  other  hand, 
v.-as  $7,000  until  the  passage  of  the  Welch 
Act  and  is  now  only  $9,000.  These  special 
counsel  have  often  had  to  prepare  cases 
with  which  they  were  not  familiar,  but 
which  the  State  Department  had  been  fol¬ 
lowing  for  years.  Duplication  of  work,  and 
even  annoying  inconsistencies,  have  resulted. 

Referring  to  the  work  now  being  handled 
by  special  counsel  in  these  and  other  joint 
legal  bodies,  the  Solicitor  for  the  State  De¬ 
partment  stated  last  year  that  if  only  half 
a  dozen  additional  attorneys  had  been  on  the 


Solicitor’s  staff  of  the  State  Department 
during  the  war,  this  special  work  would 
have  been  handled  and  there  would  have 
been  no  occasion  to  hire  special  counsel.^* 
The  Solicitor  for  the  State  Department  has 
urged  an  increase  in  his  present  staff,  and 
the  creation  of  a  division  of  international 
law  which  would  permit  the  Department  to 
handle  a  number  of  international  claims,  as 
well  as  other  inter-governmental  cases  and 
obviate  the  need  of  hiring  special  govern¬ 
ment  counsel.  This  suggestion  has  not  been 
carried  out  largely  because  funds  have  not 
been  available. 


STATE  DEPARTMENT  PUBLICATIONS 


During  the  past  few  years  the  State  De¬ 
partment  has  been  subjected  to  some  criti¬ 
cism  from  students  and  teachers  for  its 
failure  to  bring  the  publications  of  Foreign 
Relations  up  to  date.  Although  small  sums 
have  been  provided  for  speeding  up  the  edit¬ 
ing  of  the  diplomatic  correspondence,  the 
present  staff,  which  is  under  the  Division 
of  Publications,  is  more  than  ten  years  be¬ 
hind  in  this  work.  At  the  present  time  it 
is  estimated  that  twenty-seven  volumes  of 
1,000  pages  each  will  have  to  be  issued  to 
complete  the  publication  of  diplomatic  cor¬ 
respondence  down  to  and  including  1927. 
The  last  regular  volume  was  for  1917.  The 
voluminous  war  correspondence  is  being 
published  in  separate  volumes,  two  of  which 
— 1914  and  1915 — have  been  issued  within 
the  past  year.  Seven  volumes,  including 
war  correspondence,  are  now  in  various 
stages  of  preparation. 

The  importance  which  teachers  and  others 
attach  to  the  publications  of  the  Department 
was  emphasized  last  year.  In  April  1928, 
at  the  third  Conference  of  Teachers  of 
International  Law,  meeting  in  Washington, 
a  resolution  was  passed  requesting  the  De¬ 
partment  of  State  to  undertake  an  enlarged 
program  of  publications  designed  to  supply 
more  adequate  information  to  teachers  of 
international  law  and  American  organiza¬ 
tions  interested  in  foreign  relations. 

The  teachers  of  international  law  ex¬ 
pressed  an  urgent  desire  for  information 
and  knowledge  of  what  the  United  States  is 
doing  in  international  matters.  On  the 
ground  that  the  existing  publications  in  the 


Department  of  State  and  Congress  fail 
to  adequately  give  this  information  or  meet 
these  needs,  the  conference  felt  that  the 
following  requests  should  be  made  to  the 
State  Department: 

1.  That  the  press  releases  of  the  Department 
which  are  only  mimeographed  be  printed,  pub¬ 
lished  serially  and  distributed. 

2.  That  serial  publications  be  issued  in 
pamphlet  form  of  diplomatic  correspondence, 
official  reports  of  American  delegates  to  inter¬ 
national  conferences,  and  that  there  be  as  liberal 
a  publication  of  such  official  documents  as  is 
consistent  with  the  public  interests. 

3.  That  the  publication  known  as  Foreign 
Relations  be  brought  up  to  date  as  rapidly  as 
possible. 

4.  That  the  cases  and  counter  cases  and  the 
oral  arguments  of  all  arbitrations  to  which  the 
United  States  has  been  a  party  since  1910  be 
published  by  the  State  Department. 

5.  That  appointments  made  under  treaties  to 
which  the  United  States  is  a  party  be  published. 

6.  That  treaties,  conventions,  etc.,  be  pub¬ 
lished  by  the  State  Department  in  an  exhaustive 
and  authentic  edition. 

7.  That  the  personnel  of  the  Division  of  Pub¬ 
lications  in  the  State  Department  be  expanded 
to  meet  these  requests  for  information  on  our 
international  relations,  and  that  adequate  facili¬ 
ties  and  appropriations  be  supplied  for  this  pur- 
pose.15 

The  Conference  appointed  a  committee  to 
confer  with  the  President,  and  the  Secre¬ 
tary  of  State  concerning  the  enlargement 
and  scope  of  the  publications  of  the  Depart¬ 
ment.  This  action  was  strongly  endorsed 
by  the  Society  of  International  Law. 

14.  Vnited  States  Daily,  May  11,  192.S. 

15.  Third  Conference  of  Teachers  of  International  Law. 
Washington.  Proceedings,  p.  154-5. 
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OPERATION  OF  THE  FOREIGN  SERVICE 


The  failure  to  receive  adequate  funds  for 
these  and  other  important  functions  has 
seriously  embarrassed  the  operation  of  the 
Department  and  the  Foreign  Service.  The 
Department  has  frequently  been  unable  to 
recall  or  transfer  Foreign  Service  officers, 
for  example,  even  when  the  need  was  urgent, 
because  it  had  not  the  funds  for  paying  the 
transportation  bills.  It  has  been  unable  to 
replace  non-career  officers  who  are  in  charge 
of  consulates  with  regularly  commissioned 
Foreign  Service  officers  because  it  did  not 
have  the  necessary  money  to  admit  new 
Foreign  Service  officers.  In  1928  no  less 
than  thirty-one  American  consulates  were 
in  charge  of  clerks  who  had  been  commis¬ 
sioned  as  vice-consuls.^®  Fifty-four  Ameri¬ 
can  consular  offices  had  no  vice-consuls  to 
assist  the  officer  in  charge.  Thirteen  con¬ 
sular  offices  were  in  charge  of  junior  career 
vice-consuls.  Two  offices  were  closed  during 
the  year  for  lack  of  available  personnel  and 
the  depletion  of  the  appropriation  for  trans¬ 
portation.  The  effect  on  the  efficiency  and 
morale  of  the  service  as  a  result  of  these 
conditions  is  apparent.  In  1928  it  was 
estimated  that  no  less  than  109  offices  in 
the  two  branches  of  the  Foreign  Service 
were  in  urgent  need  of  a  total  of  122  career 
officers  to  take  charge  of  them  or  to 
strengthen  them. 

The  need  for  additional  funds  for  clerk 
hire  in  missions  and  consulates  has  also 
been  apparent  for  several  years.  The  sal¬ 
aries  for  the  clerical  force,  which  numbers 


more  than  1,700  employees  and  includes 
non-career  vice-consuls,  i.  e.,  vice-consuls 
who  are  not  in  the  Foreign  Service,  are  met 
from  an  annual  “lump  sum”  appropriation. 
This  appropriation  is  apportioned  among  the 
various  missions  and  consulates  according 
to  their  needs.  The  positions  are  not 
classified  and  no  uniform  salaries  are  speci¬ 
fied  for  comparable  work.  Practically  all 
clerks  and  non-career  vice-consuls  receiving 
more  than  $1,000  a  year  are  American 
citizens.  Their  salaries  vary  from  post  to 
post  and  range  up  to  $3,600.  The  average 
for  American  clerks  is  very  low,  however — 
in  the  neighborhood  of  $2,000 — and  the  occu¬ 
pants  of  these  positions  receive  no  relief  in 
the  way  of  rent  allowances  or  post  allow¬ 
ances.  Funds  have  been  urgently  required 
both  for  increasing  the  number  of  clerks  in 
the  various  missions  and  consulates,  and  for 
raising  their  salaries. 

If  these  and  other  important  needs  have 
not  been  met.  Congress  alone  cannot  be  held 
responsible.  As  stated  in  the  introduction 
to  this  report,  the  responsibility  for  main¬ 
taining  an  efficient  executive  service  is 
divided  between  the  President  (and  the 
department  heads)  and  Congress.  The 
President  is  expected  to  inform  Congress 
of  the  needs  of  the  executive  departments; 
Congress  on  the  other  hand  is  charged  with 
the  duty  of  enacting  new  legislation  when 
needed  and  with  the  appropriation  of  all 
funds  required  by  the  executive  depart¬ 
ments  for  their  proper  administration. 


PREPARATION  OF  THE  STATE  DEPARTMENT  BUDGET 


The  procedure  followed  in  preparing  and 
submitting  to  Congress  the  annual  appro¬ 
priation  estimates  is  briefly  as  follows : 
During  the  spring  the  Budget  Officer  of  the 
Department  requests  each  division  chief  and 
head  of  each  department  bureau  or  office  to 
submit  detailed  estimates  of  the  amounts 
they  will  require  for  the  second  following 
fiscal  year.  (The  government  fiscal  year 
runs  from  July  1  to  June  30.)  The  Depart¬ 
ment  begins  preliminary  estimates,  there¬ 
fore,  in  the  spring  of  1928  for  the  appro¬ 
priations  covering  the  year  from  July  1, 
1929  to  June  30,  1930.  The  Budget  Officer 

1C.  U.  S.  Subcommittoe  of  Approririations  Committee 
(Il'm.sf-),  iharing.  State  Department  appropriation  biil,  1930. 


requests  each  division  chief  to  explain  in 
detail  the  need  for  any  increases  he  may 
request  and  to  submit  in  writing  all  neces¬ 
sary  information  about  the  work  of  his 
division.  These  tentative  estimates  are  con¬ 
solidated  by  the  Budget  Officer,  who  then 
prepares  a  preliminary  estimate  for  the 
entire  Department  and  the  Foreign  Service. 
The  Budget  Officer  may  revise  the  estimates 
submitted  by  the  division  chiefs  and  the 
heads  of  the  bureaus. 

Under  the  Budget  and  Accounting  Act 
of  1921^^  the  head  of  each  government  de- 

17.  An  .Alt  to  I’rmuli*  3  National  Huilgot  System  anJ  an 
Iiulopcndent  Anilit  of  Government  Aecouitts,  and  for  Other 
I’lirposes.  Washinston,  Government  rrinting  OHice. 
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partment  is  required  to  submit  the  depart¬ 
mental  estimate  to  the  Bureau  of  the  Budget 
on  or  before  September  15  of  each  year.  A 
Committee  of  the  Bureau  of  the  Budget 
meets  with  the  Budget  Officer  of  the  Depart¬ 
ment  and  goes  over  the  preliminary  esti¬ 
mates,  indicating  the  final  amount  which 
the  Department  may  request.  The  estimates 
approved  by  the  Budget  Bureau  are  incor¬ 
porated  in  the  governmental  budget,  which 
is  transmitted  to  Congress  by  the  President 
on  the  first  day  of  each  regular  session. 
The  act  requires  that  no  estimate  or  request 
for  an  appropriation,  and  no  request  for 
an  increase  in  any  item  shall  be  submitted 
to  Congress  by  the  departments  unless  at 
the  request  of  Congress.^® 

The  departmental  estimates  approved  by 
the  Budget  Bureau  are  referred  in  the  first 
instance  to  the  House  of  Representatives 
Committee  on  Appropriations,  and  hearings 
are  conducted  by  a  subcommittee  as  soon  as 
Congress  convenes.  Because  of  the  large 
number  of  appropriation  bills  which  Con¬ 
gress  is  required  to  handle,  the  House  Com¬ 
mittee  usually  calls  its  hearings  a  few  weeks 
before  Congress  meets.  The  Budget  Officer 
of  the  Department  appears  before  the  com¬ 
mittee  to  defend  the  estimates,  and  fre¬ 
quently  calls  on  the  division  chiefs  and  other 
department  officers,  sometimes  including  the 
Secretary  of  State,  to  explain  the  estimates 
and  needs  of  the  Department.  Although 
Congress  is  not  prevented  by  the  law  from 
increasing  the  estimates  approved  by  the 
Bureau  of  the  Budget,  the  appropriation 
committees  have  generally  accepted  the 
estimates  approved  by  the  Bureau  of  the 
Budget. 

At  the  same  time,  there  is  nothing  in  the 
Budget  Act  to  prevent  the  head  of  a  depart¬ 
ment,  such  as  the  Secretary  of  State,  from 
telling  Congress,  at  the  request  of  the  Ap¬ 
propriation  Committee,  just  what  the  needs 
of  his  department  are,  and  to  what  extent 
they  can  be  met  by  the  estimates  approved 
by  the  Bureau  of  the  Budget. 

Although  the  needs  of  the  State  Depart¬ 
ment  have  been  apparent  for  a  number  of 
years,  no  broad  statement  of  these  needs 
was  submitted  to  Congress  (or,  apparently, 
to  the  Bureau  of  the  Budget)  until  1928. 

IS.  Section  lOU,  an  Act  to  provide  a  national  budget  sys¬ 
tem,  etc. 


In  November  of  this  year  Secretary  of  State 
Kellogg  appeared  before  the  Appropriations 
Subcommittee,  stating  for  the  first  time 
that  he  did  not  regard  the  estimate  ap¬ 
proved  by  the  Budget  Bureau  as  sufficient 
to  enable  the  Department  of  State  to  func¬ 
tion  as  it  should.  He  expressed  the  opinion 
that  the  Department  required  a  great  deal 
more  money,  but  in  making  this  statement, 
he  made  it  clear  that  he  did  not  wish  to 
urge  a  departure  from  the  estimate  of  the 
Bureau  of  the  Budget.^®  A  table  was  in¬ 
serted  in  the  record,  however,  showing 
that  the  preliminary  estimates  for  1930  were 
cut  from  117,360,247.45  to  $14,744,831.43, 
a  reduction  of  more  than  $2,600,000.®® 
The  original  estimates,  according  to 
the  Secretary  of  State,  represented  the 
minimum  on  which  the  Department  felt  it 
could  function  properly.  They  included 
amounts  to  cover  replacement  of  a  certain 
number  of  Foreign  Service  officers  detailed 
temporarily  to  the  Department,  promotions 
which  had  been  held  up  for  lack  of  funds, 
additional  personnel  for  the  Treaty  Divi¬ 
sion  and  the  Protocol  Division,  created 
during  the  past  year  and  staffed  entirely 
by  officers  transferred  from  other  divisions, 
for  additional  clerks  in  embassies,  legations, 
and  consulates,  for  additional  printing  and 
binding  required  by  the  Division  of  Publi¬ 
cations,  and  for  contingent  expenses,  and 
many  other  items. 

In  making  its  preliminary  estimates  for 
1930  the  State  Department,  however,  had 
requested  an  increase  of  almost  $3,000,000 
over  the  appropriations  for  1929.  This 
marked  a  sharp  departure  from  the  policy 
followed  during  the  preceding  years  when 
the  Department  had  cut  its  preliminary 
estimates  to  the  very  minimum,  in  order  to 
comply  with  the  request  of  the  Bureau  of 
the  Budget  for  “economy.”  Not  since  1925 
had  the  Department  asked  the  Budget  Bu¬ 
reau  or  Congress  for  the  amounts  which 
it  actually  felt  that  it  needed  to  function 
properly. 

The  following  table  shows  the  amount 
originally  estimated  by  the  Department,  the 
Department’s  own  final  estimate  and  the 
amount  approved  by  the  Bureau  of  the 

19.  U.  S.  Subcommittee  of  Appropriations  Committee 
(House).  Hearing  Appropriation  Bill,  1930.  Washington,  Gov¬ 
ernment  Printing  Oftlce. 
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Budget  under  appropriations  for  salaries 
for  the  Department  in  Washington  for  the 
fiscal  years  1925  to  1929: 


Fitical 

Preliminary 

Final  Estimate 

Approved 
by  Bureau 

Year 

Estimate 

by  Department 

of  Budget 

1925 

$1,280,680 

$1,273,940 

$1,069,600 

1926 

1,126,000 

1,097,140 

1,069,600 

1927 

1,154,640 

1,086,940 

1,069,600 

1928 

1,089,455 

1,089,600 

1,089,600 

1929 

1,192,020  ‘ 

1,089,600 

1,145,760 

Totals 

$5,842,795 

$5,637,220 

$5,444,160 

With  the  exception  of  1925,  the  Depart¬ 
ment’s  own  final  estimate  varied  very  little 
from  the  amount  approved  by  the  Budget. 

The  Bureau  of  the  Budget  declined  to 
approve  deficiency  estimates  for  1928  and 
supplementary  estimates  for  1929  requested 
by  the  Department  principally  for  promo¬ 
tions,  reallocations,  and  new  positions. 

In  other  cases,  however,  the  Department 
apparently  had  not  made  a  strong  appeal 
for  added  funds. 

Although  the  Rogers  Act  specifically 
authorized  “representation  allowances”  to 
diplomatic  missions,  and  to  consular  offices 
at  capitals  of  countries  where  there  is  no 
diplomatic  mission,  the  Department  has 
never  requested  funds  for  this  purpose  from 
the  Budget  or  from  Congress.  The  need  for 
representation  allowances,  which  are  granted 
})y  Great  Britain  and  other  powers  in  order 
to  compensate  their  diplomatic  representa¬ 
tives  for  heavy  expenses  which  they  are 
obliged  to  incur,  was  amply  demonstrated 
during  the  hearings  on  the  Rogers  bill,  and 
the  authorization  was  made  in  the  act  to 
remedy  the  unsatisfactory  condition  which 
had  prevailed. 

The  only  request  which  the  Department 
made  until  1928,  however,  was  a  relatively 
small  appropriation  for  “post  allowances.” 
For  the  fiscal  year  1925  an  appropriation  of 
$125,000  was  approved  by  the  Bureau  of 
the  Budget  to  make  special  allowances  by 
way  of  additional  compensation  to  Foreign 
Service  officers  assigned  to  countries  where 
the  cost  of  living  was  excessive.  In  1926 
and  1927  the  Budget  approved  only  $25,000, 
an  amount  which  permitted  the  Department 
to  compensate  only  a  few  of  the  officers  in 
the  lower  grades,  who  were  unable  to  live 


on  their  salaries.  The  need  for  additional 
allowances,  particularly  in  the  Far  East  and 
South  America,  was  emphasized  in  both 
years  during  the  hearings  before  the  Ap¬ 
propriations  Committee,  and  letters  from 
Foreign  Service  officers  were  inserted  in  the 
record."^  Many  officers,  it  was  shown,  were 
vitally  affected  by  the  exchange  rates  of  the 
countries  to  which  they  were  detailed,  the 
actual  purchasing  power  of  their  salary  be¬ 
ing  seriously  reduced  by  the  changing  rate 
of  exchange,  as  well  as  the  rising  cost  of 
living.  The  amount  allowed  for  this  pur¬ 
pose  was  increased  for  1928  and  1929  to 
$100,000,  which  permitted  the  Department 
to  compensate  287  of  the  lowest  salaried 
officers  an  average  of  $348  each.  No  allow¬ 
ance  was  paid  officers  in  the  higher  grades, 
although  many  were  required  to  supplement 
their  salaries  from  their  own  pockets. 

The  Department  did  not  request  an  in¬ 
crease  for  post  allowances  for  1930,  but 
asked  for  the  first  time  an  additional  ap¬ 
propriation  for  rent  allow’ances.  This  was 
disallowed  by  the  Bureau  of  the  Budget  on 
the  ground  that  no  special  authorization  had 
been  made  by  Congress  and  on  the  ground 
of  economy.  For  four  years,  however,  the 
Bureau  of  the  Budget  had  approved  and 
Congress  had  appropriated  funds  for  rentals 
in  China,  Turkey  and  Japan,  in  districts 
where  rentals  and  living  expenses  are  ex¬ 
cessive.  Other  Foreign  Service  officers  have 
benefited  from  the  construction  or  purchase 
of  embassies  and  legations  by  the  govern¬ 
ment,  being  carried  out  by  Congress  under 
the  provisions  of  a  special  act,  and  some 
of  these  officers  have  been  quartered  in  these 
new  government  buildings.  The  Department 
felt  that  because  of  this  fact  some  com¬ 
pensation  should  be  made  to  other  Foreign 
Service  officers  living  in  districts  where  rent 
is  excessive.  It  did  not  request,  even  in 
the  1930  budget,  however,  any  appropriation 
for  representative  allowances. 

The  amounts  requested  in  the  original 
estimates  submitted  to  the  Bureau  of  the 
Budget  prior  to  1928  for  other  pressing 
needs  of  the  Foreign  Service — such  as  the 
need  for  additional  Foreign  Service  officers, 
additional  clerks  in  the  field,  and  higher 
compensation  for  clerks,  transportation, 

21.  U.  S.  Subcommittee  of  the  Appropriations,  Committee 
(House).  Hearings,  Appropriation  bill,  1927,  p.  9S-100. 
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telegraph  and  cable  tolls,  etc. — and  the 
material  needs  of  the  Department  in  Wash¬ 
ington,  are  not  available  to  the  public. 
From  the  published  hearings  before  the  Ap¬ 
propriations  Committee  of  Congress,  how¬ 
ever,  it  is  evident  that  the  State  Department 
had  not  been  asking  for  the  amounts  which 
it  actually  required  if  it  was  to  function 
effectively.  Even  in  the  estimates  for  1930 
the  Department  did  not  demand  the  full 
amount  w^hich  it  actually  needed. 

In  regard  to  the  need  for  additional  For¬ 
eign  Service  officers  in  the  field.  Assistant 
Secretary  Carr  informed  the  Appropria¬ 
tions  Committee  of  the  House  that  the  De¬ 
partment  was  in  urgent  need  of  a  total  of 
122  career  officers  at  the  present  time  in  the 
two  branches  of  the  Foreign  Service.  These 
officers  were  needed,  he  explained,  to  take 


over  consulates  now  in  charge  of  American 
clerks  or  junior  career  vice-consuls  or  to 
strengthen  diplomatic  missions  and  consular 
offices  which  are  undermanned.^ 

In  the  estimates  for  1930,  however,  the 
Department  had  only  asked  for  an  increase 
of  $239,900  for  additional  Foreign  Service 
officers  and  replacement  of  Foreign  Service 
officers  in  the  Department.  This  amount, 
if  approved  by  the  Budget,  would  only  have 
provided  sixty-two  Foreign  Service  officers, 
or  enough  to  provide  half  the  additional  as¬ 
sistance  actually  required.  The  estimate 
called  for  twelve  additional  Foreign  Service 
officers  at  $2,500  each,  and  for  an  increase 
in  the  departmental  appropriations  to  en¬ 
able  the  Department  to  replace  the  fifty 
Foreign  Service  officers  now  assigned  to 
duty  in  Washington,  and  release  them  for 
service  in  the  foreign  field. 


ADMINISTRATION  OF  THE  DEPARTMENT 


In  theory,  the  Secretary  of  State  is  per¬ 
sonally  responsible  for  the  administration 
of  the  Department  and  the  Foreign  Service. 
He  is  held  accountable  to  the  President  for 
the  proper  functioning  of  both  establish¬ 
ments  and  is  expected  to  keep  the  Presi¬ 
dent  and  Congress  informed  of  the  needs 
of  his  Department.  The  Rogers  Act  im¬ 
poses  certain  specific  administrative  duties 
on  the  Secretary  of  State.  It  directs  him, 
for  example,  to  report  to  the  President  with 
his  recommendations  the  names  of  Foreign 
Service  officers  who  have  shown  their  capa¬ 
city  for  promotion  to  higher  grades  in  the 
service  or  to  the  grade  of  minister ;  it 
authorizes  him  to  prescribe  rules  and  regu¬ 
lations  for  the  establishment  of  the  retire¬ 
ment  and  disability  system,  and  to  order 
Foreign  Service  officers  to  the  United  States 
on  their  statutory  leave  of  absence.  Within 
the  Department  in  Washington,  the  Secre¬ 
tary  of  State  signs  all  “Departmental 
Orders.”  He  has  authority  to  create  new 
divisions,  to  organize  the  work  of  the  De¬ 
partment  in  any  way  he  sees  fit,  and  to 
prescribe  the  duties  of  all  officers  and  em¬ 
ployees. 

In  actual  practice,  however,  the  Secretary 
is  unable  to  devote  his  personal  attention  to 
all  matters  arising  in  connection  with  the 
administration  of  the  Department  and  the 


Foreign  Service.  His  major  concern  is  with 
questions  of  policy  and  his  duties  are  so 
exacting  that  he  must  depend  upon  the  ad¬ 
vice  of  others  for  the  performance  of  ad¬ 
ministrative  functions. 

If  the  Department  has  experienced  diffi¬ 
culties  in  connection  with  administration, 
if  its  needs  have  not  been  recognized  or 
met,  it  is  due  in  the  opinion  of  many  ob¬ 
servers  to  its  failure  to  place  full  responsi¬ 
bility  in  the  hands  of  one  officer  of  high 
rank  whose  sole  duty  it  is  to  supervise  the 
administration  of  the  Department  and  the 
Foreign  Service  as  a  whole.  For  a  number 
of  years  the  administrative  work  of  the 
Department  of  State  has  been  divided  among 
almost  a  dozen  officers,  divisions,  boards 
and  bureaus.  The  more  important  admin¬ 
istrative  agencies  include:  for  the  Depart¬ 
ment  in  Washington — the  Office  of  the  Chief 
Clerk  and  Administrative  Assistant,  the 
Bureau  of  Accounts,  the  Disbursing  Office, 
the  Board  of  Review  for  Efficiency  Ratings ; 
for  the  Foreign  Service — the  Division  of 
Foreign  Service  Administration,  the  For¬ 
eign  Service  Buildings  Office,  the  Foreign 
Service  Personnel  Board,  and  the  Office  of 
the  Executive  Committee  of  the  Foreign 
Service  Personnel  Board;  for  the  Depart- 

22.  Hearings,  Department  of  State  Appropriation  Bill,  1930. 
p.  99. 
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merit  and  the  Foreign  Service — the  Budget 
Office,  under  the  personal  direction  of  the 
Budget  Officer  for  the  Department  of  State. 
The  functions  performed  by  these  agencies 
divide  themselves  roughly  into  matters  re¬ 
lating  to  operation,  matters  relating  to 
personnel  and  matters  relating  to  fiscal  ad¬ 
ministration. 

Nominal  supervision  of  all  administrative 
activities  is  vested  in  the  Undersecretary  of 
State,  who  is  charged  with  the  “general 
direction  of  the  work  of  the  Department 
and  the  Foreign  Service.”  Like  the  Secre¬ 
tary,  however,  the  Undersecretary  is  en¬ 
gaged  primarily  in  the  political  or  “policy 
formation”  work  of  the  Department  and  has 
seldom  been  able  to  devote  his  attention  to 
purely  administrative  questions.  He  is  not, 
moreover,  a  permanent  officer,  but  is  ap¬ 
pointed  by  the  President  with  the  advice 
and  consent  of  the  Senate.  Few,  if  any, 
occupants  of  the  office  have  remained  in  the 
Department  long  enough  to  become  thor¬ 
oughly  familiar  with  its  administrative 
problems.  Since  July  1919  there  have  been 
no  less  than  seven  Undersecretaries,  whose 
term  of  office  has  averaged  approximately 
one  year  and  four  months.^^ 

In  recent  years  direct  supervision  has 
been  shared  by  at  least  three  State  Depart¬ 
ment  officials :  two  Assistant  Secretaries 
and  an  officer  designated  “Administrative 


Assistant”  or  “Executive  Officer.”  Until 
very  recently  none  of  these  officers  has  been 
given  full  responsibility  for  the  administra¬ 
tive  activities  of  either  of  the  two  establish¬ 
ments,  the  Department  or  the  Foreign  Ser¬ 
vice.  One  of  the  Assistant  Secretaries  has 
served  more  or  less  in  an  advisory  capacity 
as  Administrative  Officer  for  the  Depart¬ 
ment.  The  Administrative  Assistant  or 
Executive  Officer,  who  has  devoted  his  full 
time  to  departmental  matters,  has  usually 
reported  to  this  Assistant  Secretary  or  to 
the  Undersecretary.  The  other  Assistant 
Secretary  has  acted  as  Budget  Officer  for  the 
Department  and  Foreign  Service  as  a  whole, 
and  has  been  designated  “Director  of  the 
Consular  Service.”  The  duties  of  all  three 
officers  have  been  changed  from  year  to 
year,. and  at  times  the  direction  of  several 
of  the  bureaus  has  been  extremely  vague. 

Until  very  recently  (November  1928) 
the  Budget  Officer,  while  responsible  for 
preparing  the  annual  estimates  for  appro¬ 
priations,  has  not  had  direct  supervision 
over  disbursements.  Both  Assistant  Secre¬ 
taries  and  the  Administrative  Assistant 
have  dealt  with  fiscal  matters.  All  three 
officers,  as  well  as  two  separate  boards  ap¬ 
pointed  by  the  Secretary,  have  been  required 
to  deal  with  personnel  questions,  and  all 
three  have  supervised  matters  relating  to 
operation. 


DUTIES  OF  ADMINISTRATIVE  ASSISTANT 


The  position  of  Administrative  Assistant 
or  Executive  Officer  has  been  subject  to  fre¬ 
quent  changes,  both  in  personnel  and  in 
duties.  Since  1924  no  less  than  six  persons 
have  held  this  position: 

1924 —  Edwin  C.  Wilson,  a  Foreign  Service 
Officer,  responsible  to  Assistant  Secretary  J. 
Butler  Wright. 

1925 —  Edwin  C.  Wilson,  responsible  to  As¬ 
sistant  Secretary  J.  Butler  Wright;  also  1925 — 
E.  J.  Ayers,  Chief  Clerk  and  Administrative 
Assistant,  responsible  to  Assistant  Secretary  J. 
Butler  Wright. 

1926 —  Donald  Evans,  expert  from  the  Bureau 
of  Efficiency,  designated  Administrative  Assist¬ 
ant  to  the  Secretary  of  State. 

23.  The  title  of  “Counselor  for  the  Department  of  State” 
was  changed  to  Undersecretary  on  July  1,  1919.  The  ofHce 
has  been  held  by  the  following  since  that  date:  Frank  Lyon 
Polk  (July  1,  1919-June  16,  1920) ;  Norman  H.  Davis  (June 
15,  1920-March  7,  1921)  ;  Henry  P.  Fletcher  (March  8,  1921- 
March  6,  1922) :  William  Phillips  (April  26,  1922-Aprll  11, 
1924)  :  Joseph  C.  Grew  (April  16,  1924-June  30,  1927)  ;  Robert 
E.  Olds  (July  1,  1927-July  1.  1928) ;  J.  Reuben  Clark  (July  1, 
1928- . ). 


1927 —  E.  J.  Ayers,  Chief  Clerk  and  Admin¬ 
istrative  Assistant,  responsible  to  J.  Butler 
Wright;  1927 — Alexander  C.  Kirk,  Foreign  Ser¬ 
vice  Officer,  designated  Executive  Officer  of  the 
State  Department,  responsible  to  Undersecretary 
Robert  E.  Olds. 

1928 —  E.  J.  Ayers,  Chief  Clerk  and  Admin¬ 
istrative  Assistant,  responsible  to  Assistant  Sec¬ 
retary  Wilbur  J.  Carr. 

The  duties  of  the  Administrative  Assist¬ 
ant  or  Executive  Officer  have  been  defined 
from  time  to  time  by  Departmental  Orders. 
A  Departmental  Order  of  February  24, 
1926  set  forth  the  duties  of  the  Adminis¬ 
trative  Assistant  in  part,  as  follow’s: 

“1.  To  supervise  the  administration  of  the 
Bureau  of  Accounts,  the  Index  Bureau,  and  the 
Office  of  the  Chief  Clerk;  and  the  strictly  ser¬ 
vice  functions  of  the  Divisions  of  Publications; 

“2.  To  supervise  and  direct  the  expenditure 
of  the  departmental  appropriations; 
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“3.  In  conjunction  with  the  Budget  Officer  to 
recommend  to  the  Secretary  the  apportionment 
of  the  annual  departmental  appropriations; 

“4.  To  prepare  and  submit  to  the  Budget 
Officer  the  estimates  for  the  annual  depart¬ 
mental  appropriations,  etc.; 

“5.  To  cooperate  with  the  Budget  Officer  and 
to  be  responsible  for  furnishing  the  latter  with 
such  reports,  statements,  etc.,  as  may  be  re¬ 
quired  regarding  the  administration,  appropria¬ 
tions  and  financial  needs  of  the  Department.” 

As  noted  above,  Mr.  Evans,  who  had  re¬ 
ported  directly  to  the  Secretary  of  State, 
resigned  on  November  1,  1926.  He  was 
succeeded  by  the  Chief  Clerk,  who  was 
designated  “Administrative  Assistant”  and 
was  responsible  to  an  Assistant  Secretary. 
On  June  30,  by  Departmental  Order,  Mr. 
Alexander  Kirk,  a  Foreign  Service  officer 
who  had  been  detailed  to  the  Undersecre¬ 
tary  of  State,  was  instructed  “to  assist  the 
Undersecretary  in  connection  with  admin¬ 
istrative  matters.”  His  duties  were  not  de¬ 
fined.  On  October  4,  1927  Mr.  Kirk  was 
officially  designated  “Executive  Officer”  for 
the  Department  of  State.  The  duties  of 
Executive  Officer  w’ere  described  by  Depart¬ 
mental  Order  No.  427. 

“Mr.  Alexander  Kirk  is  hereby  designated 
Executive  Officer  for  the  Department  of  State 
and  charged  with  the  direct  supervision  of  all 
matters  relating  to  the  personnel  of  the  De¬ 
partment,  methods  of  office  procedure,  distribu¬ 
tion  of  work  throughout  the  Department,  and 
allotment  of  office  space. 

“The  Chief  Clerk  will  bring  to  Mr.  Kirk’s 
attention  all  questions  relating  to  the  foregoing 
matters  which  fall  within  the  former’s  juris- 
dition,  and  all  officers  in  the  Department  are 
requested  to  cooperate  with  Mr.  Kirk  in  the  dis¬ 
charge  of  his  duties. 

“Departmental  Order  418  is  hereby  canceled. 
Mr.  Kirk  will  report  directly  to  the  Under¬ 
secretary.” 

The  jurisdiction  of  the  Executive  Officer 
with  relation  to  the  Budget  Officer,  and 
with  relation  to  the  Chiefs  of  the  Admin¬ 
istrative  Divisions  or  Bureaus  was  not 
clearly  established.  In  October  1928  Mr. 


Kirk  was  appointed  First  Secretary  of  the 
Legation  at  Rome,  and  the  position  of  Ex¬ 
ecutive  Officer  was  abolished. 

On  November  2,  1928,  Departmental 

Order  No.  456  provided  that  “the  general 
administration  of  the  Department  of  State, 
including  supervision  of  matters  relating  to 
personnel,  distribution  of  work,  methods  of 
office  procedure  and  allotment  of  office  space 
was  hereby  vested  in  Wilbur  J.  Carr,  As¬ 
sistant  Secretary  of  State. 

“The  Chief  Clerk  and  Administrative 
Assistant  is  hereby  assigned  to  Mr.  Carr’s 
jurisdiction,  and  will  hereafter  report  to 
him.” 

Assistant  Secretary  Carr  is  also  Budget 
Officer  and  director  of  the  consular  activi¬ 
ties.  By  Departmental  Order  No.  457,  No¬ 
vember  2,  1928,  the  position  of  Budget  Offi¬ 
cer  was  changed  to  Budget  and  Fiscal  Offi¬ 
cer.  The  order  read  in  part  as  follows: 

“As  Fiscal  Officer  he  will  be  responsible  for 
the  apportionment  and  allotment  of  funds  for 
the  various  offices  to  carry  out  the  purposes  for 
which  the  funds  have  been  appropriated,  and 
such  funds  shall  be  allotted  in  accordance  with 
the  program  as  presented  in  the  Budget  esti¬ 
mates  and  by  such  monthly,  quarterly  and  other 
apportionments  as  in  his  judgment  will  best 
promote  the  control  of  obligations  and  expendi¬ 
tures  to  be  incurred  thereunder. 

“All  estimates  of  appropriations  for  the  De¬ 
partment  and  the  several  activities  will  be  ap¬ 
propriated  under  the  direction  and  supervision 
of  the  Fiscal  Officer  acting  in  his  capacity  as 
Budget  Officer.” 

From  the  administrative  viewpoint  the 
position  of  Budget  Officer  is  one  of  the  most 
important  in  the  Department.  Practically 
every  change  in  the  organization  or  per¬ 
sonnel  of  the  Department  is  dependent  on 
appropriations.  The  creation  of  new  divi¬ 
sions,  the  employment  of  new  clerks,  the 
promotion  and  reallocation  of  officers  and 
the  functioning  of  both  the  Department  and 
the  Foreign  Service  are  dependent  in  large 
part  upon  funds  made  available  by  Congress. 


ADMINISTRATION  OF  THE  FOREIGN  SERVICE 


As  noted  above,  supervision  of  admin¬ 
istrative  activities  relating  to  the  Foreign 
Service  is  not  centralized  in  one  office.  The 
Assistant  Secretary  who  is  now  Budget  and 
Fiscal  Officer,  is  in  charge  of  all  consular 
activities  and  directs  the  consular  work  of 
the  several  divisions  and  bureaus  of  the 


Department.  These  include  the  Division  of 
Foreign  Service  Administration,  which  deals 
with  diplomatic  as  well  as  consular  admin¬ 
istration;  the  Consular  Commercial  Office, 
which  grades  and  criticizes  commercial  and 
economic  reports  from  consuls ;  and  the  For¬ 
eign  Service  Buildings  Office.  In  1926  an- 
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other  Assistant  Secretary  was  in  charge  of 
the  administration  of  the  diplomatic  branch, 
but  following  his  resignation  in  1927  no 
provision  was  made  officially  to  have  his 
administrative  duties  transferred  to  his  suc¬ 
cessor.  Budget  and  accounting  matters 
relating  to  the  Foreign  Service  are  under 
tlie  direct  supervision  of  Assistant  Secre¬ 
tary  Carr.  Questions  relating  to  the  For¬ 
eign  Service  personnel,  however,  are  handled 
by  three  different  agencies,  the  Foreign 
Service  Personnel  Board,  the  Division  of 
Foreign  Service  Administration  and  the 
Consular  Commercial  Office. 

The  Foreign  Service  Personnel  Board  was 
created  by  an  Executive  Order  of  June  7, 
1924,  to  carry  out  the  provisions  of  the 
Rogers  Act.  The  Board  was  to  be  composed 
of  the  Undersecretary  of  State,  and  Assist¬ 
ant  Secretary  of  State,  the  Director  of  the 
Consular  Service  (whose  title  was  changed 
to  Assistant  Secretary  of  State  by  the 
Rogers  Act)  and  three  Foreign  Service  offi¬ 
cers  of  high  rank  who  formed  the  Execu¬ 
tive  Committee  of  the  Board.  The  principal 
duties  of  the  Board  are  to  submit  to  the 
Secretary  of  State  lists  of  Foreign  Service 
officers  whose  records  of  efficiency  entitle 
them  to  advancement  in  the  service  or  pro¬ 
motion  to  the  grade  of  minister  or  ambassa¬ 
dor,  to  recommend  assignment  or  transfer 
of  Foreign  Service  officers,  to  recommend 
separation  from  the  service  in  the  case  of 
officers  whose  efficiency  is  below  the  stand¬ 
ard  and  to  consider  controversies  and  de¬ 
linquencies  among  the  service  personnel. 

The  duties  of  the  Executive  Committee 
of  the  Board  were  defined  in  a  Departmental 
Order  of  June  9,  1924: 

1.  To  take  into  its  possession  and  consolidate 
immediately  all  records  and  material  relating 
to  the  personnel  of  the  Foreign  Service,  both 
diplomatic  and  consular.  The  Diplomatic  B’*- 
reau,  the  Consular  Bureau  and  the  Office  of  Con¬ 
sular  Personnel  will  promptly  surrender  all  such 
files  and  records  as  may  be  in  their  possession. 

2.  To  keep  the  efficiency  records  of  all  For¬ 
eign  Service  officers  and  employees. 

3.  To  collect,  collate,  and  record  pertinent 
data  relating  to  Foreign  Service  personnel. 

4.  To  submit  to  the  Foreign  Service  Per¬ 
sonnel  Board  recommendations  for  the  assign¬ 
ment  of  officers  to  posts  and  the  transfer  of  such 
officers  from  one  branch  of  the  service  to  the 
other. 


5.  To  recommend  the  granting  of  leaves  of 
absence. 

6.  To  interview  applicants  and  prospective 
applicants  for  the  Foreign  Service. 

7.  To  examine  and  recommend  for  appoint¬ 
ment  applicants  for  positions  as  subordinate  em¬ 
ployees  in  the  Foreign  Service. 

8.  To  maintain  contact  with  Foreign  Service 
officers  and  employees  while  on  visits  to  the 
United  States.  For  this  purpose  a  register  of 
visiting  officers  and  employees  shall  be  kept. 

All  personnel  records  shall  be  held  strictly 
confidential,  and  no  papers,  documents,  data,  or 
reports  relating  thereto  shall  be  revealed  except 
to  the  Secretary  of  State,  the  members  of  the 
Foreign  Service  Personnel  Board,  and  the  Board 
of  Review. 

While  many  of  these  functions  relating  to 
the  personnel  of  the  Foreign  Service  were 
consolidated  in  the  Office  of  the  Executive 
Committee  of  the  Personnel  Board,  others 
are  still  retained  by  the  Division  of  For¬ 
eign  Service  Administration.  In  1928  the 
following  personnel  functions,  among  others, 
were  being  performed  by  the  Division  of 
Foreign  Service  Administration: 

1.  Preparation  of  all  official  instructions  and 
notices  of  diplomatic  and  Foreign  Service  per¬ 
sonnel  appointments;  transfers,  promotions,  re¬ 
tirements,  and  resignations,  and  maintenance  of 
records  thereof. 

2.  All  questions  relating  to  transportation 
of  Foreign  Service  personnel  and  their  effects. 

3.  Review  and  approval  of  requests  for  leave 
of  absence  by  Ambassadors,  Ministers,  Foreign 
Service  officers  and  personnel. 

4.  Review  and  grading  of  work  of  consular 
officers  in  so  far  as  directly  related  to  shipping. 

5.  Review  and  analysis  of  Consular  Inspec¬ 
tors’  reports  on  consular  offices  and  issuance  of 
instructions  thereto. 

The  Consular  Commercial  Office,  which 
reviews  all  incoming  consular  correspond¬ 
ence  relating  to  trade  promotion,  etc.,  and 
transmits  instructions  and  requests  to  con¬ 
sular  posts  is  also  reponsible  for  certain 
personnel  matters.  This  office,  among  other 
things,  grades  and  criticizes  all  economic 
and  commercial  reports,  including  trade  re¬ 
ports,  trade  letters  and  reports  prepared 
for  the  Bureau  of  Foreign  and  Domestic 
Commerce  of  the  Department  of  Commerce. 
Each  report  reviewed  by  the  Consular  Com¬ 
mercial  Office  is  graded,  and  the  records  are 
used  in  determining  the  final  efficiency  rat¬ 
ings  of  consular  officers  for  purposes  of 
promotion. 
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THE  FOREIGN  SERVICE  PERSONNEL  BOARD 


Only  brief  mention  has  been  made  of  the 
duties  of  the  Foreign  Service  Personnel 
Board.  Space  prevents  a  detailed  review 
of  the  functioning  of  the  Board  since  its 
creation  under  the  Rogers  Act,  but  the  fact 
must  be  mentioned  that  considerable  dis¬ 
satisfaction  has  been  expressed  by  both 
members  of  the  Foreign  Service  itself  and 
by  Congress  with  the  organization  of  the 
Board  and  its  methods.  On  December  17, 
1927,  Senator  Harrison  of  Mississippi  sub¬ 
mitted  a  resolution  calling  for  an  investiga¬ 
tion  by  the  Senate  Foreign  Relations  Com¬ 
mittee  of  the  administration  of  the  Rogers 
Act,  particularly  the  work  of  the  Personnel 
Board.  Hearings  were  held  by  a  special 
subcommittee  during  the  early  part  of  1928, 
and  a  report  accompanied  by  a  bill  amend¬ 
ing  the  Rogers  Act  was  submitted  to  the 
Senate  on  May  3.-^ 

The  report  of  the  subcommittee  ex¬ 
pressed  the  opinion  that  the  application  of 
the  Rogers  Act  had  been  approached  in  a 
manner  at  variance  with  the  purpose  of  the 
legislation,  and  pointed  particularly  to  what 
it  regarded  as  the  unsatisfactory  composi¬ 
tion  of  the  Board,  and  to  the  distinction 
shown  by  the  Board  to  officers  in  the  diplo¬ 
matic  branch,  as  against  officers  in  the  con¬ 
sular  branch.  As  set  up  by  Executive  and 
Departmental  Order,  the  Board  was  com¬ 
posed  of  two  separate  units:  The  Board 
proper,  composed  of  the  Undersecretary, 
two  Assistant  Secretaries  and  three  For¬ 
eign  Service  officers,  who  constituted  the 
Executive  Committee.  The  latter  officers 
were  substantially  independent,  taking  their 
final  recommendations  with  respect  to  pro¬ 
motions,  etc.,  to  their  colleagues  and  then 
acting  in  concert  on  these  recommendations. 
The  second  unit  w'as  established  in  1926  by  a 
Departmental  Order  which  created  a  Board 
of  Review  composed  of  five  Foreign  Service 
officers  of  high  rank  appointed  by  the  Sec¬ 
retary  of  State.  This  Board  of  Review  was 
authorized  to  examine  impartially  all  rec¬ 
ords  and  ratings  gathered  by  the  Executive 
Committee  of  the  Personnel  Board,  and  in¬ 
structed  to  submit  a  report  once  a  year  to 

24.  U.  S.  Subcommittee  of  Foreign  Relations  Committee 
(Senate).  Report  to  accompany  an  Act  to  Amend  the  Act  ap¬ 
proved  May  24,  1924,  “An  Act  for  the  reorganization  and  Im¬ 
provement  of  the  Foreign  Service  of  the  United  States,  and  for 
other  purposes”  S.  4382. 


the  full  Board  showing  the  relative  standing 
of  all  officers  and  employees. 

The  Senate  subcommittee  criticized  this 
machinery  as  “too  cumbersome  to  function 
easily,  or  perhaps  even  justly,"  and  took 
exception  to  the  dominant  position  occupied 
by  Foreign  Service  officers  on  the  Board.-® 
Referring  to  the  position  of  Foreign  Service 
officers  on  the  Board,  the  subcommittee 
stated  it  could  not  “avoid  recording  the  fact 
that  every  member  of  the  Foreign  Service 
or  of  the  Department  staff — with  one  ex¬ 
ception — who  has  served  upon  the  Personnel 
Board  in  any  one  of  its  units  since  July  1, 
1924,  has  received  a  promotion,  and  some  of 
them  more  than  once.”^®  This  referred  in 
part  to  the  appointment  of  several  members 
of  the  Personnel  Board  to  the  position  of 
minister  in  the  Diplomatic  Service,  the 
recommendation  being  made  by  the  Board 
itself.-^ 

The  bill  submitted  by  the  Foreign  Rela¬ 
tions  Committee  and  passed  by  the  Senate 
embodied  a  number  of  amendments  to  the 
Rogers  Act  relating  particularly  to  the 
method  of  handling  promotion  and  transfer 
in  the  Foreign  Service.  Briefly,  the  bill  pro¬ 
vided  for  creation  of  a  Bureau  of  Personnel 
in  the  State  Department  under  the  super¬ 
vision  of  an  additional  Assistant  Secretary 
of  State,  who  was  to  have  no  other  duties 
assigned  to  him  and  who,  at  the  time  of 
his  appointment,  and  for  two  years  prior 
thereto,  should  not  be  a  Foreign  Service 
officer.  The  staff  of  the  Bureau  was  to  be 
completely  divorced  from  the  personnel  of 
the  Foreign  Service;  no  officer  in  the  For¬ 
eign  Service  was  to  be  appointed  or  as¬ 
signed  to  the  Bureau,  and  no  person  who 
had  been  in  the  Foreign  Service  within  two 
years  was  to  be  eligible  for  appointment  to 
the  Bureau.  The  bill  also  provided  for  a 
board  of  selection  for  Foreign  Service  offi¬ 
cers,  composed  of  the  Assistant  Secretary, 
who  should  be  chairman,  one  member  of  the 
Personnel  Office,  and  three  other  competent 
persons  to  be  appointed  annually  by  the 
Secretary  of  State.  Not  more  than  one  of 


25.  Senate  Report,  p.  2. 

26.  Senate  Report,  p.  3. 

27.  It  should  be  noted  in  this  connection  that  all  appoint¬ 
ments  to  the  position  of  minister  and  to  the  several  grade.s 
of  the  Foreign  Service  are  made  only  with  the  advice  and 
consent  of  the  Senate. 
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the  latter  was  to  be  a  Foreign  Service 
officer. 

The  Senate  bill,  after  receiving  approval 
of  the  upper  chamber,  was  introduced  in 
the  House  and  referred  to  the  Committee 
on  Foreign  Affairs  on  May  11,  1928.  At 
that  time  the  House  Committee  was  con¬ 
sidering  another  bill  introduced  by  its 
chairman,  Mr.  Porter  of  Pennsylvania,  to 
provide  for  the  reorganization  of  the  De¬ 
partment  of  State,"*  and  shortly  afterwards 
Mrs.  Rogers  of  Massachusetts  introduced  a 
third  bill  modifying  in  some  respects  the 
provisions  of  the  Senate  measure.-*  At  the 
time  of  writing  this  report  all  three  bills 
were  in  the  hands  of  the  House  Committee 
on  Foreign  Affairs.  Hearings  on  the  Porter 
bill  were  begun  in  the  final  weeks  of  the 
first  session  of  the  70th  Congress,  but  had 
not  been  resumed  during  the  short  session. 

The  importance  of  administrative  machin¬ 
ery  with  relation  to  the  functioning  of  the 
Department  and  the  Foreign  Service  has 
been  recognized  in  all  the  bills  now  before 
Congress.  But  Congress  has  also  recognized 
that  the  mere  enactment  of  legislation  can¬ 
not  in  itself  insure  smooth  and  effective 
functioning.  In  the  final  analysis  the  effi¬ 
ciency  of  any  organization  depends  upon  the 
administrative  capacity  and  resourcefulness 
of  the  organization  itself. 

The  handling  of  personnel  matters  re¬ 
ferred  to  above  is  only  one  of  several  ad¬ 
ministrative  functions  which  concerns  the 
Department  and  the  Foreign  Service.  Ques¬ 
tions  relating  to  operation  and  fiscal  control 
are  equally  important,  as  a  thorough  survey 
of  the  Department  as  a  whole  would  show. 
Such  a  survey,  however,  is  not  within  the 
scope  of  this  report,  and  should  only  be 
undertaken  by  a  competent  official  agency. 
The  Department  itself  has  undertaken  no 
comprehensive  study  of  its  needs  or  its  ad¬ 
ministrative  machinery,  although  it  has  ap¬ 
pointed  individuals  and  committees  from 
time  to  time  to  study  and  report  on  special 
activities  or  functions.  The  expert  from 
the  Bureau  of  Efficiency  who  was  appointed 
Administrative  Assistant  for  the  Depart- 

U.  S.  House  of  Representatives.  “A  Bill  to  provide 
for  the  reorganization  of  the  Department  of  State,  and  for 
other  purposes.”  H.  R.  13,179. 

-9.  U.  S.  House  of  Representatives.  "A  Bill  to  amend  the 
A<  t  .  .  .  approved  May  24,  1924,  ‘An  Act  for  the  reorganiza- 
titm  and  improvement  of  the  Foreign  Service  of  the  United 
•States,  and  for  other  purposes.’  ”  H.  R.  13,883. 


ment  in  1926  was  authorized  to  report  on 
methods,  business  procedure  and  organiza¬ 
tion,  but  very  few  changes  were  made  as  a 
result  of  his  investigations. 

During  the  past  year  the  Executive  Offi¬ 
cer  of  the  Department  undertook  a  number 
of  studies  some  of  which  resulted  in  valu¬ 
able  improvements  and  a  more  effective  dis¬ 
tribution  of  work  and  alignment  of  duties. 
The  creation  of  the  Treaty  Division  and  the 
Protocol  Division  has  already  been  men¬ 
tioned.  A  special  translation  section  was 
set  up.  The  handling  of  fiscal  matters  was 
partially  reorganized.  A  survey  of  the  allot¬ 
ment  of  office  space  was  made  which  re¬ 
sulted  in  a  general  realignment  of  the  offi¬ 
ces  and  some  improvement  in  working  con¬ 
ditions.  A  dangerous  situation  was  re¬ 
vealed,  however,  as  a  result  of  overcrowd¬ 
ing  in  the  present  quarters.  Examinations 
for  Junior  State  Department  officers  were 
instituted.  Other  improvements  recom¬ 
mended,  including  promotions  and  realloca¬ 
tions,  were  not  carried  out  because  of  lack 
of  necessary  funds. 

Although  the  Department  did  not  author¬ 
ize  any  comprehensive  survey  to  determine 
the  need  for  general  reorganization,  a  num¬ 
ber  of  suggestions  have  been  made  unoffi¬ 
cially  by  Department  officers  and  small 
groups  or  committees  composed  of  Foreign 
Service  officers  and  Department  officials. 
With  respect  to  administration,  the  sugges¬ 
tion  has  been  made  that  all  administrative 
agencies  should  be  under  the  direct  super¬ 
vision  of  an  additional  Assistant  Secretary, 
or  an  additional  Undersecretary  who  would 
devote  his  full  time  to  these  activities.  The 
actual  administration  of  the  Department 
and  the  Foreign  Service  is  divided  into 
questions  relating  to  'personnel  and  questions 
relating  to  operation.  Matters  relating  to 
the  personnel  of  the  State  Department  and 
the  operation  of  the  State  Department 
should  be  handled  in  separate  offices  or 
separate  sections  of  the  same  office,  and  the 
same  divisions  should  be  made  in  the  case 
of  the  personnel  and  operation  of  the  For¬ 
eign  Service.  These  offices  should  be  super¬ 
vised  by  an  Assistant  Secretary  of  State. 
This  plan  contemplated  further  the  appoint¬ 
ment  of  an  administrative  officer  for  the 
Department  who  should  have  direct  charge 
of  the  personnel  and  the  operation  of  the 


The  Administration  of  the  Department  of  State 


38 


Department  of  State  and  an  administrative 
oificer  for  the  Foreign  Service  who  should 
have  charge  of  the  personnel  and  operation 
of  the  Foreign  Service.  These  two  admin¬ 
istrative  officers  should  make  recommenda¬ 
tions  to  the  Assistant  Secretary  and  be 
responsible  to  him  for  the  performance  of 
the  duties  assigned  them. 

The  above  proposal,  which  included  a 
recommendation  for  a  general  regrouping 
of  activities,  did  not  contemplate  placing 
budget  and  fiscal  functions  under  the 
Assistant  Secretary  in  charge  of  adminis¬ 
tration.  Other  unofficial  proposals  sug¬ 
gested  that  all  administrative  questions 
should  be  under  the  personal  direction  of 
an  additional  Undersecretary  of  State. 

Despite  the  fact  that  Congress  had  been 
considering  new  legislation  for  almost  a 
year,  the  Department  had  formulated  no 
official  plan  embodying  its  own  ideas 
in  regard  to  reorganization  at  the  time 
this  report  was  prepared.  The  Porter  bill, 
already  mentioned,  contemplated  the  crea¬ 
tion  of  a  “Home  Service  of  the  Department 
of  State,”  intended  to  place  Department 
officers  on  a  plane  of  equality  with  Foreign 
Service  officers,  the  creation  of  one  addi¬ 
tional  Undersecretary  and  two  additional 
Assistant  Secretaries  and  the  establishment 
of  a  Departmental  Board  for  dealing  with 
matters  of  business  administration.  The  bill 
provided  that  all  officers  and  employees  of 
the  Department  whose  salaries  were  $3,000 
a  year  or  more  (with  the  exception  of  the 
Secretary,  Undersecretaries  and  Assistant 
Secretaries  and  Foreign  Service  officers  on 
duty  in  Washington)  should  constitute  the 
Home  Service.  Under  the  provisions  of  the 
bill  Home  Service  officers  would  be  classi¬ 
fied  in  seven  classes,  corresponding  with  the 
seven  upper  grades  of  the  Foreign  Service, 
with  salaries  ranging  from  $3,000  in  Class 
7  to  $9,000  in  Class  1.  This  in  effect  would 
exempt  Home  Service  officers  from  the  pro¬ 
visions  of  the  Classification  Act  of  1923  as 
amended  by  the  Welch  Act.  The  Personnel 

Classification  Board  would  not  have  juris¬ 

diction  over  positions  in  the  Home  Service. 

The  compensation  of  the  two  Undersecre¬ 
taries  and  the  six  Assistant  Secretaries 
would  be  raised  by  the  Porter  bill  to  $13,500 
and  $12,000  respectively.  The  additional 
Undersecretary  would  be  designated  as  Di¬ 


rector  of  Business  Administration  of  the 
foreign  and  domestic  establishments  of  the  | 
Department  of  State  and  would  serve  as 
chairman  of  an  administrative  board  com¬ 
posed  of  the  other  Undersecretary  and  the 
Assistant  Secretaries.  One  of  the  additional 
Assistant  Secretaries  would  be  designated 
Counselor  of  the  Department  and  would 
advise  the  Secretary  on  legal  matters.  The 
other  additional  Assistant  Secretary  would 
direct  exclusively  all  personnel  matters  re¬ 
lating  to  the  administration  of  the  Home 
Service  and  the  Foreign  Service.  No  per¬ 
son  who  had  been  a  Foreign  Service  officer 
within  seven  years  would  be  eligible  for 
appointment  as  Assistant  Secretary  in 
charge  of  personnel,  and  no  person  who  had 
been  a  Foreign  Service  officer  within  five 
years  would  be  permitted  to  perform  any 
duties  in  connection  with  personnel  admin¬ 
istration.  Furthermore,  no  officer  or  em¬ 
ployee  performing  duties  in  the  administra¬ 
tion  of  such  personnel  would  be  eligible  for 
appointment  to  the  Foreign  Service  within 
five  years  from  his  separation  from  the 
personnel  section. 

The  Porter  bill  also  called  for  the  creation  i 
of  an  Advisory  Council  composed  of  the 
Secretary  of  State  and  high  Department 
officers  which  might  meet  at  the  call  of  the 
Secretary  with  the  chairman  and  ranking 
members  of  the  Senate  and  House  Commit¬ 
tees  on  Foreign  Affairs  to  consider  im¬ 
portant  questions. 

During  hearings  on  the  Porter  bill  held 
in  the  spring  of  1928  the  Secretary  of  State, 
the  Undersecretary,  the  Solicitor  and  other 
high  officers  of  the  Department  testified 
before  the  House  Committee  on  Foreign 
Affairs.  A  majority  of  the  meetings  were 
held  in  e.xecutive  session,  however,  and  the 
hearings  were  not  made  public. 

As  no  general  plan  has  been  announced, 
the  attitude  of  the  Department  as  a  whole 
with  respect  to  the  problem  of  reorganiza¬ 
tion  cannot  be  definitely  determined.  A 
committee  composed  of  both  Foreign  Ser¬ 
vice  officers  detailed  to  the  Department  and 
State  Department  officers  has  been  work¬ 
ing  on  the  question  with  particular  refei*- 
ence  to  the  proposed  legislation,  but  its  con¬ 
clusions  have  been  kept  confidential.  In¬ 
formal  groups  have  also  been  discussing  the 
problem. 


The  Administration  of  the  Department  of  State 


39 


One  of  the  most  comprehensive  plans, 
which  has  not  been  officially  approved  but 
which  reflects  the  views  of  one  group 
of  officers  in  the  Department,  provides  for 
the  creation  of  a  unified  “Service  of  For¬ 
eign  Relations”  by  amendment  of  the  Rogers 
Act.  The  Foreign  Relations  Service  would 
include  officers  in  the  diplomatic  branch, 
officers  in  the  consular  branch,  and  officers 
in  the  home  service. 

Under  this  plan  the  classification  and 
grades  of  diplomatic  and  consular  officers 
would  be  uniform,  with  four  classes  and  an 
unclassified  group  (instead  of  the  eight 
classes  established  under  the  Rogers  Act)  : 


Class  1  . $8,000  -  $10,000 

Class  2  .  6,000  -  8,000 

Class  3  .  4,500  -  6,000 

Class  4  .  3,000  -  4,500 

Unclassified .  2,600  -  3,000 


Ah  professional  and  scientific  officers  now 
serving  in  the  Department  of  State  and 
those  administrative  officers  whose  salaries 
are  $3,000  per  annum  or  more  (except  the 
Secretary  of  State,  the  Undersecretary,  the 
Assistant  Secretaries  and  Foreign  Service 
officers  on  duty  in  Washington)  would  be 
eligible  for  appointment  by  the  President, 
by  and  with  the  advice  and  consent  of  the 
Senate,  without  examination,  to  the  home 
office  branch  of  the  Service  of  Foreign  Re¬ 
lations.  These  officers  would  be  classified 
as  follows: 


Class  1  . $8,000  -  $10,000. 

Class  2  .  6,000  -  8,000 

Class  3  .  4,500  -  6,000 

Class  4  .  2,500  -  4,500 


Future  appointments  to  the  position  of 
Foreign  Relations  officer  would  be  made 
after  examination.  All  such  appointments 
or  promotions  would  be  made  by  and  with 
the  advice  and  consent  of  the  Senate.  While 
examinations  for  entrance  into  the  diplo¬ 
matic,  consular  and  home  office  branches  of 
the  Service  of  Foreign  Relations  should,  in 
so  far  as  practicable,  be  similar,  the  Secre¬ 
tary  of  State  would  be  authorized  to  require 
applicants  for  entrance  into  the  home  office 
to  pass  written  and  oral  examinations  in 
additional  subjects  deemed  necessary  to 
demonstrate  fitness  for  a  particular  posi¬ 
tion  in  the  home  office.  Appointment  to 


the  Service  of  Foreign  Relations  without 
examination  might  be  made  in  the  case  of 
employees  who  had  ten  years  of  satisfactory 
continuous  service  as  clerk  in  a  mission  or 
consulate,  or  five  years  continuous  service 
in  the  Department  of  State. 

Diplomatic  or  consular  officers  would  be 
eligible  for  duty  in  the  Department  of  State 
in  an  advisory  capacity  without  loss  of  class 
or  salary  for  a  period  of  not  more  than 
three  years  unless  the  public  interest  de¬ 
manded  further  service,  when  the  assign¬ 
ment  might  be  extended  for  a  period  not 
to  exceed  one  year.  Likewise,  home  service 
officers  might  be  assigned  for  duty  abroad 
without  loss  of  class  or  salary  subject  to 
the  same  limitation. 

Under  this  plan  there  would  be  established 
in  the  Department  of  State  three  additional 
Assistant  Secretaries  of  State  to  be  ap¬ 
pointed  by  the  President,  by  and  with  the 
advice  of  the  Senate,  whose  salaries  to¬ 
gether  wdth  the  salaries  of  the  present  four 
Assistant  Secretaries  of  State  would  be 
$12,000  each  per  annum.  All  Assistant 
Secretaries  of  State  would  have  the  rank 
of  minister.  The  salary  of  the  Undersecre¬ 
tary  of  State  would  be  at  the  rate  of  $13,500 
per  annum,  and  he  would  have  the  rank  of 
ambassador. 

One  of  the  additional  Assistant  Secre¬ 
taries  of  State  would  have  supervision  over 
all  matters  of  protocol.  Another  Assistant 
Secretary  would  be  the  principal  legal  ad¬ 
viser  of  the  Department  (in  lieu  of  the 
Solicitor  for  the  Department  of  State  which 
office  would  be  abolished).  The  third  addi¬ 
tional  Assistant  Secretary  would  administer 
the  Service  of  Foreign  Relations  and  have 
supervision  of  a  Division  of  Personnel. 

The  Division  of  Personnel  contemplated 
in  this  plan  would  assemble,  record  and  be 
the  custodian  of  all  available  information 
relating  to  the  personnel  of  the  Service  of 
Foreign  Relations.  No  Foreign  Relations 
officer  would  be  eligible  to  appointment  or 
assignment  to  the  Division. 

The  Foreign  Service  Personnel  Board  as 
at  present  constituted  would  be  abolished. 
The  duty  of  recommending  promotions  in 
the  Service  of  Foreign  Relations  would  be 
entrusted  to  a  Board  of  Selection  of  Foreign 
Relations  officers.  This  Board  would  be 
composed  of  the  Assistant  Secretary  in 
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charge  of  administration,  serving  as  chair¬ 
man,  with  two  votes,  and  three  Foreign  Re¬ 
lations  officers  of  Class  1,  representing  each 
of  the  three  branches,  with  one  vote  each, 
appointed  annually  by  the  Secretary  of 
State. 

The  Assistant  Secretary  would  be  re¬ 
quired  to  make  an  annual  report  to  the 
Secretary  of  State  who  would  send  a  copy 
to  Congress  with  the  Budget  estimates.  The 
report  would  show  in  tabular  form  the 
names,  dates  of  appointments,  current 
grades  and  salaries,  and  the  posts  held  at 
the  time  by  all  Foreign  Relations  officers, 
and  other  pertinent  information  relating  to 


the  personnel  of  the  Service  of  Foreign  Re¬ 
lations.  It  would  likewise  include  any 
recommendations  which  the  Board  of  Selec¬ 
tion  might  wish  to  make  for  the  improve¬ 
ment  of  the  Foreign  Relations  Service. 

This  proposal  also  suggests  a  new  system 
of  efficiency  ratings,  the  extension  of  the 
Foreign  Service  Retirement  and  Disability 
Fund  to  include  all  officers  in  the  Service 
of  Foreign  Relations,  the  authorization  of 
representation  allowances,  or  allowances 
for  rent  whenever  the  cost  of  living  is  ex¬ 
cessive,  etc.,  for  Foreign  Relations  officers 
serving  abroad,  and  contains  other  provi¬ 
sions  which  need  not  be  reviewed  here. 


CONCLUSION 


The  Department  of  State  is,  or  should  be, 
above  all  else  the  department  of  peace.  Its 
greatest  function  is  to  develop  better  means 
than  war  for  settling  international  contro¬ 
versies,  and  the  very  object  for  its  being  is 
to  maintain  friendly  relations  with  other 
nations. 

If  this  report  has  placed  greater  emphasis 
on  machinery  and  organization  than  it  has 
on  policies,  it  is  because  organization  is  a 
necessary  prerequisite  to  effective  operation. 
The  primary  object  of  the  State  Department 
cannot  be  fully  realized  if  its  organization 
is  faulty  or  its  administrative  machinery  is 
weak.  Nor  can  it  operate  without  funds. 
But  increased  appropriations  are  of  second¬ 
ary  importance  and  cannot  accomplish  their 
object  unless  provision  is  first  made  for 
their  wise  expenditure. 

The  problem  of  the  organization  of  the 
State  Department  is  not  a  simple  one.  It 
involves  questions  of  basic  importance  which 
in  some  instances,  as  we  have  shown,  con¬ 
cern  other  branches  of  the  government. 
Three  of  these  stand  out  above  the  rest: 


1.  Should  the  home  office  in  Washington 
be  a  separate  establishment,  or  should  it  be 
amalgamated  with  the  Foreign  Service  to 
form  a  unified  Service  of  Foreign  Relations? 

2.  Should  the  system  of  appointing  and 
promoting  Foreign  Service  officers  be  ex¬ 
tended  to  the  State  Department  staff  in 
Washington,  or  does  this  system  tend  to  de¬ 
velop  a  bureaucratic  personnel  which  may 
become  unresponsive  to  public  opinion? 

3.  Can  high  professional  standards  be 
maintained  in  the  government  service  in 
general,  and  in  the  State  Department  in 
particular,  if  the  compensation  and  the  op¬ 
portunities  for  advancement  offered  by  the 
government  are  less  attractive  than  those 
provided  in  private  life? 

The  solution  of  these  questions,  and  others 
which  relate  to  the  administration  of  the 
State  Department  must  be  supplied  by  the 
President  and  by  Congress,  with  the  aid  of 
the  best  intelligence  in  the  Department  and 
the  Foreign  Service.  Liberal  support  would 
be  accorded  an  able  and  effective  depart¬ 
ment  of  foreign  affairs. 
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APPENDIX 

explanation  of  appropriations  for  the  department  of  state 
and  its  several  activities  from  1919  TO  1927,  INCLUSIVE 


In  considering  the  appropriations  for  the  Depart¬ 
ment  of  State  it  is  desirable  to  bear  in  mind  that 
the  regulation  of  the  amounts  of  many  of  them  is 
not  within  the  discretion  of  the  Department.  If 
the  United  States  decides  to  become  a  member  of 
a  new  international  bureau,  the  membership  fee 
or  contribution  becomes  a  fixed  charge  upon  thd 
government  which  must  be  met  each  year.  The 
Department  of  State  has  no  discretion  in  the  mat¬ 
ter.  Likewise,  when  the  United  States  enters  into 
a  treaty  to  establish  a  claims  commission  to  dis¬ 
pose  of  a  group  of  international  claims,  the  share 
of  the  United  States  of  the  cost  of  that  undertak¬ 
ing  becomes  a  fixed  charge  against  the  government 
which  must  be  met.  The  Department  of  State 
cannot  stop  the  expenditure  or  reduce  it  below  the 
amount  required  for  the  undertaking.  Again,  the 
United  States  may  contract  by  treaty  to  pay  a 
stipulated  sum  annually  to  another  government  .as 
in  the  case  of  its  $5,000,000  annual  payment  under 
treaty  to  Colombia  which  ceased  in  1927,  and  its 
$250,000  annual  payment  to  Panama  for  the 
privilege  of  constructing  the  canal,  which  will  con- 


vestments — embassy,  legation,  and  consular  build¬ 
ings — which  is  regulated  by  a  commission  created 
by  Congress.  The  amount  of  this  expense  an¬ 
nually  is  also  not  within  the  discretion  of  the  De¬ 
partment,  but  is  determined  by  the  commission. 

For  the  reasons  stated  all  of  these  expenses  have 
been  designated  non-operating  expenses,  while  those 
for  the  actual  operation  of  the  Department  and  the 
Foreign  Service  have  been  designated  as  operating 
expenses.  The  latter  class  of  expenses  are  within 
the  discretion  of  the  Department  as  to  the  amount 
of  expenditure  and  it  can  fairly  be  held  accountable 
for  that  amount. 

Then  there  are  receipts  in  the  way  of  fees  for 
services  rendered  by  consular  officers  and  for  pass¬ 
ports  Lssued  to  American  citizens,  which  represent 
cash  paid  into  the  Treasury  annually.  The  differ¬ 
ence  between  these  receipts  and  the  appropriations 
for  operating  expenses  is  the  annual  appropriation 
cost  of  operating  the  Department  of  State  and  the 
Foreign  Service  for  which  the  Department  may 
fairly  be  held  accountable. 

The  following  statement  show's  the  total  appro- 


tinue  indefinitely. 

These  expenses  are  not  dis- 

priations  for  the  past 

nine  years  and 

cretionary  with  the 

Secretary  of  State. 

attributable  to  non-operating  and  to  o 

Then  there  is  an 

annual  expense  for  capital  in- 

penses  respectively: 

Total 

Appropriations 
for  Non-operating 

Appropriations 
for  Operating 

Year 

Appropriations 

Expenses 

Expenses 

1919 

. $10,792,711.02 

$  844,292.87 

$  9,948,418.15 

1920 

.  12,623,657.72 

711,132.67 

11,912,525.05 

1921 

.  10,993,973.79 

933,964.91 

10,060,008.88 

1922 

.  11,856,454.81 

2,416,241.78 

9,440,213.03 

1923 

.  16,272,173.66 

6,430,920.92 

9,841,252.74 

1924 

.  15,639,236.17 

6,043,164.83 

9,596,071.34 

1925 

.  16,570,115.99 

6,418,081.61 

10,152,034.38 

1926 

.  17,108,352.76 

7,153,184.86 

9,955,167.90 

1927 

.  17,547,234.21 

7,614,831.52 

9,932,402.69 

Considered  from  the  standpoint  of  operating  ex¬ 
penses  and  receipts  and  cost  to  the  government  for 
expenses  of  operation  the  facts  are  as  follows: 

Appropriations 

for 

Receipts 

Operation 

Appropriations 

Year 

Operation 

from  Fees 

in  Excess  of  Fee 

1919 

. $  9,948,418.15 

$1,270,508.73 

$8,677,909.42 

1920 

.  11,912,525.05 

1,864,134.22 

10,048,390.83 

1921 

.  10,060,008.88 

6,849,723.29 

3,210,285.59 

1922 

.  9,440,213.03 

7,978,181.14 

1,462,031789 

1923 

.  9,841,252.74 

7,702,265.66 

2,138,987.08 

1924 

.  9,596,071.34 

8,114,688.73 

1,481,382.61 

1925 

.  10,152,034.38 

7,448,255.53 

2,703,778.85 

1926 

.  9,955,167.90 

8,624,682.68 

1,330,485.22 

1927 

.  9,932,402.69 

8,786,362.25 

1,146,040.44 
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From  these  statements  it  will  be  apparent  that, 
disrc^ardinp:  the  appropriations  for  non-operatin,sr 
expenses,  the  amount  of  which  the  Department 
cannot  control,  the  appropriations  for  the  past  nine 
years  (llil'J  throuf^h  l‘J27)  for  operating  expenses 
have  ranged  from  .$9,440,213.03  to  $11,912,525.05. 
Receipts  from  foes  collected  have  grown  from 
$1,270,508.73  in  1919  to  $8,786,362.25  in  1927.  The 


excess  of  appropriations  for  expenses  of  operation 
over  receipts  from  fees  has  been  reduced  from  a 
ma.ximum  of  $10,048,390.83  in  1920  to  a  minimum 
of  $1,146,040.44  in  1927.  In  other  words,  the  net 
cost  to  the  taxpayers  of  operating  the  Department 
of  State  expressed  in  terms  of  appropriations  has 
decreased  from  $10,048,390.83  in  1920  to  $1,146,- 
040.44  in  1927. 


TABLE  I 
APPROPRIATIONS 


Year 

Dept,  of  State 

Foreign  Service 

Non-operating 

Expenses’ 

Total 

1919 

_  $1,143,939.55 

$  8,804,478.60 

$  844,292.87 

$10,792,711.02 

1920 

_  1,333,888.35 

10,578,636.70 

711,132.67 

12,623,657.72 

1921 

_  1,147,248.92 

8,912,759.96 

933,964.91 

10,993,973.79 

1922 

_  1,042,960.00 

8,397,253.03 

2,416,241.78 

11,856,454.81 

1923 

_  1,220,593.74 

8,620,659.00 

6,430,920.92 

16,272,173.66 

1924 

_  1,274,011.20 

8,322,060.14 

6,043,164.83 

15,639,236.17 

1925 

_  1,317,535.38 

8,834,499.00 

6,418,081.61 

16,570,115.99 

1926 

_  1,326,945.60 

8,628,222.30 

7,153,184.86 

17,108,352.76 

1927 

_  1,360,517.47 

8,571,885.22 

7,614,831.52 

17,547,234.21 

1928 

_  1,406,305.00 

8,825,001.38 

3,074,015.13 

13,305,321.51 

1929 

_  1,464,465.00 

9,396,350.00 

3,758,048.42 

14,618,863.42 

1. 

Capi'al  Investments.  International  Obligations  and 

Miscellaneous  Claims, 

etc. 

TABLE  II 

COMPARISON  OF  APPROPRIATIONS  AND  RECEIPTS 


1919  to  1928 

Operating  Non-operating  Total 

1919  Appropriations  . $  9,948,418.15  $  844,292.87  $10,792,711.02 

1919  Receipts  .  1,311,385.63  16,239.94  1,327,625.57 

Difference  .  8,637,032.52  828,052.93  9,465,085.45 


11,912,525.05  711,132.67  12,623,657.72 

1,890,223.41  10,971.93  1,901,195.34 

10,022,301.64  700,160.74  10,722,462.38 


10,060,008.88  933,964.91  10,993,973.79 

6,887,526.76  335,211.57  7,222,738.33 

3,172,482.12  598,753.34  3,771,235.46 


1922  Appropriations  .  9,440,213.03  2,416,241.78  11,856,454.81 

1922  Receipts  .  8,052,440.30  16,045.73  8,068,492.03 

Difference  .  1,387,766.73  2,400,196.05  3,787,962.78 


9,841,252.74  6,430,920.92  16,272,173.66 

7,736,570.98  8,981.46  7,745,552.44 

'2,104,6  8  iTtO  6,421,93^  6'  ^8,52  6'6  2 1 . 2  2 


1924  Appropriations  .  9,596,071.34  6,043,164.83  15,639,236.17 

1924  Receipts  .  8,214,850.18  87,092.27  8,301,942.45 

Difference  .  1,381,221.16  5,956,072.56  7,337,293.72 

1925  Appropriations  .  10,152,034.38  6,418,081.61  16,570,115.99 

1925  Receipts  .  7,606,234.59  267,953.69  7,874,188.28 

Difference  .  2,545,799.79  6,150,127.92  8,695,927.71 


1923  Appropriations 
1923  Receipts  .  .  .  . 
Difference  . .  . 


1920  Appropriations 

1920  Receipts  .  .  .  . 

Difference  . .  . 

1921  Appropriations 
1921  Receipts  .  .  .  . 

Difference  . .  . 
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TABLE  II  (Continued) 

COMPARISON  OF  APPROPRIATIONS  AND  RECEIPTS 


1919-1928 

Operating  Non-operating  Total 

1926  Appropriations  .  9,955,167.90  7,153,184.86  17,108,352.76 

1926  Receipts  .  8,683,139.19  247,806.41  8,930,945.60 

Difference  .  1,272,228.71  6,905,378.45  8,177,407.16 

1927  Appropriations  .  9,932,402.69  7,614,831.52  17,547,234.21 

1927  Receipts  .  8,982,393.73  509,710.59  9,492,104.32 

Difference  .  950,008.96  7,105,120.93  8,055,129.89 

1928  Appropriations  .  10,231,306.38  3,074,015.13  13,305,321.51 

EXPLANATORY  NOTE 


The  appropriations  listed  under  Operating  are  those  which  coi.te  within  the  classifications  of  ‘‘De¬ 
partment  of  State”  and  "Foreign  Service.”  The  yon-operating  includes  those  appropriations  which 
come  within  the  classifications  ‘‘Capital  Investments.”  “International  Obligations.”  “Permanent  and  In- 
dellnite”  and  “Miscellaneous  Claims.” 

The  receipts  credited  to  the  appropriations  for  Operating  are  those  for  “Sale  of  Surplus  Prop¬ 
erty.”  “Rent  of  Uuildings.”  “Interest.  I’remium  and  Discount.”  “Fees.  Fines  and  Penalties.”  “Reim- 
bursemints”  and  “Miscellaneous.”  The  receipts  credited  to  the  appropriations  for  Son-operating 
are  “Trust  Funds.”  “I’an  American  I’nion  Quotas.”  which  are  first  shown  in  1924.  and  Canadian 
Government's  Share  of  Protective  Works  of  the  I.ake  of  the  Woods  and  Rainy  River.”  shown  in  1927  only. 

Inasmumch  as  the  “Permanent  and  Indefinite”  api>ropriation  includes  appropriations  for  “Trust 
Funds”  and  “Pan  American  Union  Quotas,”  and  they  are  considered  expenditures  under  Son-operating, 
it  would  seem  logical  to  show  the  receipts  for  those  purposes  as  income  ag.ainst  such  expenditures. 


TABLE  1  I  I 

STATEMENT  COMPARING  APPROPRIATIONS  FOR  THE  DEPARTMENT  OF  STATE  FOR  1929, 
ESTIMATES  FOR  1930,  AND  ACTION  OF  THE  BUREAU  OF  THE  BUDGET  UPON 

THOSE  ESTIMATES 

[.Note. — The  estimate  for  salaries  for  the  Department  of  State  in  this  statement  has  been  revised  by  the  fol¬ 
lowing  changes:  Reallocations  estimated  at  $100,900,  amount  required  $21,240,  a  difference  of 
$79,660;  promotions  in  grade  estimated  at  $118,290,  amount  required  $55,340,  a  difference  of  $62,950; 
and  therefore  differs  from  the  estimate  as  submitted  on  September  15  to  the  Bureau  of  the  Budget 
by  the  amount  of  $142,610,  because  the  Personnel  Classification  Board  has  not  granted  the  depart¬ 
ment’s  requests  for  reallocation  either  as  to  number  of  persons  or  advances  in  grade  as  was  anticipated 
when  the  budget  was  prepared;  and  the  amount  required  for  promotions  in  accordance  with  the  av¬ 
erage  provision  of  the  grade  of  employees  upon  the  attainment  of  the  required  efficiency  is  not  as  much 
as  originally  estimated.] 


Appropriation  titles 

Department  of  State: 

Salaries,  department  . 

Contingent  expenses,  department  .... 

Printing  and  binding  . 

Passport  bureaus  . 

Printing  ascertainment  of  electors  .  .  . 
Refund  of  passport  fees . 

1929 

appropriations 

.$  1,145,760.00 
53,605.00 
200,000.00 
63,000.00 
2,000.00 

100.00 

1930 

estimates 

$  1,951,049.00 
198,253.13 
261,525.00 
78,885.00 

100.00 

Amount 
approved  by 
the  Budget 
Bureau 

$  1,349,820.00 
55,705.00 
210,000.00 
70,430.00 

(1) 

Difference 
between  1930 
estimates  and 
amounts 
approved 
$  601,229.00 
142,548.13 
51,525.00 
8,455.00 

100.00 

Total,  department  . 

.  1,464,465.00 

2,489,812.13 

1,685,955.00 

803,857.13 

Foreign  Service: 

Salaries,  ambassadors  and  ministers  .  . 

631,500.00 

631,500.00 

631,500.00 

Salaries,  charge  d’affaires . 

19,000.00 

30,000.00 

24,000.00 

6,000.00 

Clerks,  embassies  and  legations . 

390,000.00 

493,709.00 

398,400.00 

95,309.00 

Contingent  expenses,  foreign  missions 

912,850.00 

1,387,379.00 

919,100.00 

468,279.00 

Ground  rent,  Tokyo . 

250.00 

250.00 

(2) 

250.00 

Clerk  hire,  consulates . 

.  1,645,000.00 

1,895,000.00 

1,645,000.00 

250,000.00 

Contingent  expenses,  consulates . 

.  1,035,000.00 

1,789,294.00 

1,063,000.00 

726,294.00 

Immigration  of  aliens  . 

500,000.00 

560,640.00 

505,640.00 

55,000.00 

t 
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Appropriation  titles 

Relief  and  protection  of  American  sea¬ 
men  . 

Rescuing  shipwrecked  American  seamen 

United  States  Court  for  China . 

Prisons  or  American  convicts . 

Bringing  home  criminals . 

Salaries,  Foreign  Service  officers . 

Expenses  of  Foreign  Service  inspectors 
Salaries  while  receiving  instructions  and 

transit  . 

Transportation  . 

Emergency  fund . 

Allowance  to  widows  or  heirs . 

Transporting  remains . 

Post  allowances . 

Foreign  buildings  fund  . 

Foreign  Service  retirement . 

Diplomatic  and  consular  establishments, 
Tokyo  . 

Total  Foreign  Service  . 

International  obligations  . . 

Permanent  and  indefinite: 

Pay  of  consular  officers  for  services  to 

American  vessels  and  seamen . 

Pan  American  Union  quotas . 

German,  Austrian,  and  Hungarian  Gov¬ 
ernments’  moieties  . 

Miscellaneous  trust  funds  . 

Miscellaneous  permanent  and  indefinite 
Total  permanent  and  indefinite  .  . . 


ILE  III 

(Continued) 

Amount 

Difference 
between  1930 

1929 

1930 

approved  by 

estimates  and 

appropriations 

estimates 

the  Budget 
Bureau 

amounts 

approved 

100,000.00 

100,000.00 

80,000.00 

20,000.00 

2,000.00 

2,000.00 

2,000.00 

34,250.00 

38,350.00 

41,650.00 

-1-3,300.00 

13,000.00 

18,000.00 

9,600.00 

8,400.00 

11,500.00 

11,500.00 

6,000.00 

6,600.00 

3,001,000.00 

3,131,000.00 

3,001,000.00 

130,000.00 

25,000.00 

25,000.00 

22,000.00 

3,000.00 

20,000.00 

40,000.00 

23,000.00 

17,000.00 

335,000.00 

450,000.00 

410,000.00 

40,000.00 

400,000.00 

400,000.00 

400,000.00 

2,000.00 

2,000.00 

2,000.00 

6,000.00 

6,000.00 

(3) 

6,000.00 

100,000.00 

100,000.00 

100,000.00 

1,300,000.00 

2,000,000.00 

2,000,000.00 

213,000.00 

154,146.89 

216,000.00 

+  61,853.11 

260,000.00 


10,946,360.00 

13,265,768.89 

11,449,890.00 

1,765,878.89 

..1,916,288.39 

1,463,433.43 

1,417,753.43 

45,680.00 

10,000.00 

95,233.00 

10,000.00 

95,233.00 

10,000.00 

95,233.00 

16,000.00 

20,000.00 

1,000.00 

15,000.00 

20,000.00 

1,000.00 

15,000.00 

20,000.00 

1,000.00 

141,233.00 

141,233.00 

141,233.00 

14,468,336.39 

17,360,247.46 

14,744,831.43 

2,615,416.02 

1.  Contingent  department. 

2.  Contingent,  foreign  mlaslons. 
I.  Transportation. 
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